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6 SUGAR. 

Later in the same day I called at the Department of Justice and 
had a short interview with Mr. Newton, assistant to Mr. Figg, who 
had charge of the sugar matters for the Department of Justice. I 
told him about my interview with Mr. Gittings, and he said the De- 
partment of Justice was interested in the proposition and that he 
would let me know later about it. The question of the Argentine 
embargo was taken up and discussed at both of these interviews. At 
the State Department they knew of the existence of the embargo and 
expressed the opinion that it would be lifted on the request of the 
American Government. At neither of these interviews was any 
direct request made upon us to enter into this transaction. It was 
merely a preliminary discussion. Mr. Linn was with me at both of 
these interviews. Mr. Linn is a Washington attorney and has been 
our Washington representative in certain matters for several years. 

Between April 26 and, May 7 our firm was absolutely inactive in 
the matter, but during this period the State Department took the 
matter up with the Department of Justice and formulated a plan 
for handling the transaction. On May 6 

Mr McLaughlin of Michigan. Of what year ? 

Mr. Franklin. 1920. 

On May 6 we received a telegram (Exhibit No. 1) from our repre- 
sentative, Mr. Linn, stating that Mr. Figg, of the Department of 
Justice, wanted to see me for the purpose of discussing this Argentina 

sugar matter. 

Exhibit 1. 

Washington, D. C, May 6, 1920. 
Walter- S. Franklin, Esq.. 

Vice President American Trading Co., 

25 Broad Street, New York, N. Y.: 

If you can arrange it^ Mr. Figg would like te see you to-morrow and asks that you 
bring all data to discuss matter fully. 

Henry A. Linn. 

On the strength of this telegram I went to Washington and called 
at the Department of Justice on May 7, where I met Mr. Figg. At 
this interview the following persons were prfesent: Mr. Figg, repre- 
senting Department of Justice; Mr. Gittings, State Department; mt. 
Linn, our representative; and myself. Mr. Figg took the leading 
part in the conversation. He stated that the Department of Justice 
wanted to buy this surplus sugar (Argentine) and bring it into the 
United States for the purpose of breaking the market and lowering 
the price of sugar to the American consumer. He said he wanted to 
distribute the sugar to canners and preservers and to keep it out of 
the hands of speculators. He asked me if our company would assist 
the Government by purchasing and delivering this sugar in the United 
States. I told him I thought we would, but that the Argentine em- 
bargo question would have to be definitely settled as it was a tight 
embai^o against all exportation, except that courtesy had been ex- 
tended in one or two instances to neighboring South American 
countries. 

Mr. Figg stated that the State Department and the Department of 
Justice would arrange for the lifting of the embargo. 1 thereupon 
stated that we were not distributors of sugar and had no facilities for 
that purpose. Mr. Figg stated that he did not have in mind at that 
time any particular agency, but that he would find a concern which 
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would he financially sound and satisfactory to our company to act as 
the distributor of the sugar. Mr. Figg then asked if we were finan- 
cially able to carry out this transaction, and I stated I thought we 
could secure the necessary .credits provided the sugar was sold as 

Eurchased to arrive in the United States and we were not required to 
old it until after the arrival in the United States. This was agreed 
to by Mr, Figg. Mr. Figg stated that while he could not definitely 
determine the commission to be paid he felt that the department 
would recognize that the American Trading Co. would be entitled to 
a reasonable commission, about 1 cent per poimd. He said he could 
not fix the commission until the price had oeen determined but that 
we would be fairly dealt with. The interview closed with the state- 
ment by Mr. Figg that the Department of Justice and the State 
Department would advise us just as soon as the lifting of the em- 
bargo had been arranged for, and, in the meantime, we were to decide 
whether we would act for the Government in the transaction. 

At this interview it was pointed out that the surplus Argentine re- 
fined sugar could be purchased at between 13 and 14 cents per pound 
plus certain estimated costs, such as transportation charges, warehouse 
charges, insurance, finance, and possibly export duties. It was esti- 
mated that the sugar could be landed in New York at between 17 and 
18 cents per pound, while the American refiners' price was 23 cents. 

Mr. Sinclair. What was sugar worth here at that time ? 

Mr. Franklin. It ranged from 22 to 24 cents, and it was going 
up. 

Mr. Jaooway. What month was that — ^May, 1920? 

Mr. Franklin. That was in May, 1920. 

Mr. Jacoway. Are you not incorrect about that ? What did 
you state the price of sugar was ? 

Mr. Franklin. I stated it was about 22 cents. 

Mr. Jacoway. Was it not from 25 to 30 cents? 

Mr. Franklin. That was later. As I say, the price was going 
up. 

Mr. Jacoway. I am talking about May, 1920. 

Mr. Franklin. Yes; in the latter part of May, 1920, the re- 
finers' price went up, but at the time we were conierring about this 
transaction the refiners' price was around 22 to 24 cents with very 
little available. 

Mr. Jacoway. I was simply trying to get your statement ac- 
curately. I think you have the amount too low. 

Mr. Franklin. The retail price, Mr. Congressman, was all the 
way from 25 to 30 cents, but the refiners ' price at that time was 2.2 
to 24 cents, and they were not making deliveries except in very small 
quantities. 

It was estimated that the sugar could be landed in New York at 
between 17 and 18 cents per pound, while the American refiners' 
price was 23 cents with practically no sugar available and the gen- 
eral market rimning as mgh as 28 to 30 cents. The refiners' price 
advanced before the end of May to 26^ cents, but only limited 
quantities were offered even at this time. 

On May 12 we received a letter from Mr. Figg (Exhibit No. 2) 
informing us that the embargo would be lifted on request of the 
United States Government, and asking us inmiediately to begin 
buying sugar in the Argentine. 
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Exhibit 2. 

Department of Justice, 
Washingtorif D, C, May 11, 19t0. 
Mr. Wallace D. Franklin, 

Vice President American Trading Co., 

25 Broad Streetj New York City. 

Dear Sir: I was notified by State Department of the receipt of cable from the 
Argentine that upon proper presentation through official channels of the American 
Grovemment that the Argentine would lift the embargo on present surpluses in that 
country, now amounting to some 150,000 tons. The American attache, however, 
estimates the surplus at approximately 70,000 tons. 

After talking this over with your representative, Mr. Linn, and Mr. Giddings, it 
was deemed advisable that your agent already on the ground should be advised to 
contract for or buy as much of the entire surplus as possible before any further request 
was made that the embargo be lifted, as, of course, upon the general knowledge that 
this has been done will create a speculative market. 

I have made arrangements with very large interests to handle all or any part of 
this sugar that we may indicate, our principal idea being, first, to secure sugar for the 
United States; second, to secure the sugar at the lowest possible price; and, thirdly, 
to control or indicate the channels of distribution after arrival here. 

It. occurred to me that if your agent cooperated for all interests that expenses in- 
curred by him could be prorated by the interests, as Mr. Giddines and Mr. Linn, 
your representative, indicate. I have figured that your firm would handle approxi- 
mately 10,000 tons of this sugar, the balance to be handled by firm or firms that I 
may indicate hereafter. I will give Mr. Linn copy of last cable from the Argentine 
to-morrow, which I think will assure you that permit will be granted when asEed for. 

I hope that you will give this your immediate attention, as we must work very 
rapidly to beat the speculators in the market. 
Yours, very truly, 

Howard Figg, 
Special Assistant to the Attorney General, 

This letter was received about 9 a. m., May 12. Before 2 o'clock 
on the same day we sent a cable to our representative in the Argen- 
tine to buy 5,000 tons of sugar at not to exceed $300 per ton (2,240 
lbs). On that date we also established a credit of $1,500,000 throu^ 
New York bankers. Mr. Figg told Mr. Linn on May 11 that B. JH. 
Howell, Son & Co. had been selected to distribute the sugar in the 
United States. 

About this same time the Department of Justice definitely re- 
quested B. H. Howell, Son & Co. to act as distributors in this trans- 
action. Mr. Post, the head of the firm, finally agreed, largely as a 
matter of patriotic duty, as it had never been the custom of meir firm 
to engage in the importation of foreign white sugars, such course 
being largelyopposed to their interests, as indicated m Exhibit No. 14. 

I was m Wasnington on May 13, called on Mr. Figg, and told him 
exactly what I had done. Mr. Gittings, of the Department of State, 
was present at this interview. Mr. Figg expressed satisfaction with 
the prompt action taken and requested that he be kept advised of 
the amoimt of sugar purchased each day. He asked if we had been 
in communication witn the Government distributor. I told him that 
we had and were making arrangements for the economical handline 
of the entire transaction. He said he had talked with Secretary cm 
State Colby, and that he approved of what we had done. 

Mr. PuRNELL. You sav ne told you that he had consulted with 
Secretary of State Colby ? 

Mr. Franklin. Yes, sir; that is right. 

Mr. PuitNELL.. You mean Mr. Figg ? 

Mr. Franklin. Yes, sir. 

Mr. PuRNELL. I just wanted to get that straight. 
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Mr. Franklin. Mr. Figg thereupon suggested that the American 
Trading Co. act alone in the Argentine and purchase all of the sugar. 
He also said that he would on that day make definite requests, 
through the State Department, for the modification of the ambargo 
and sent the following letter: 

Exhibit 3. 

May 13, 1920. 
The honorable Secretary of State, 

Washington, D. C. 

Dear Sir: We feel safe in now asking you to make proper representations to the 
Government of Argentina for the lifting of the embargo placed on sugar by the Argen- 
tine Government, for immediate export to the United States of any part of 30,000 
tons which is now practically ready for export to this country from Argentina by the 
American Trading Co. We have made arrangements with the American Trading Co. 
to control distribution of these sugars after reaching the United States. 

I hope it will be consistent with youi policies to ask for the immediate lifting of 
the emoargo for this amount. If possible, this request should be made confidentially, 
and further, if possible, that the permit be given to the American embassy at Buenos 
Aires and not be made public on account of creating a speculative market. 
Yours, very truly, 

Howard Figg, 
Special Assistant to the Attorney General. 

On the same day the State Department * 

Mr. PuRNELL. What is that date ? 
Mr. Fila.nkij:n. May 13. 

On the same day the State Department cabled the American 
ambassador in the Argentine, as follows: 

Exhibit 4. 

To: The American Embassy at Buenos Aires, Argentina. 
Dated: May 13, 1920. 
No.: 45. 

With reference to the telegrams from the Department Nos. 39, 40, and 43, and to 
yoiu* telegram No. 113, regarding the lifting of the ambargo on sugar from Argentine. 
This is strictly confidential. The American Trading Co. has been appointed pur- 
chasing agent by the Department of Justice and it is being instructed by that depart- 
ment to obtain quietly as many options as possible before the market is aware that the 
embar^ has been lifted, in order to avoid unduly high prices, otherwise it will be 
impossible to buy Argentine sugar. By this method there will be an avoidance of 
profiteering at this end, and the Department of Justice is safeguarding all steps so that 
the American household consumer may be protected. 

Instructions are hereby given to you to bring this matter most confidentially to the 
attention of the Government of the Argentine, for its information. The hope is 
expressed that the Argentine Govenmient will be satisfied with this arrangement. 
In the near future the official request for the lifting of the embargo will be made. 
This is being done merely to avoid speculation, which might destroy the entire transac- 
tion, and there is no intention of preventing sugar interests in the Argentine from 
securing a price which is just. 

Polk, Acting. 

After the interview at the Department of Justice, I telephoned our 
New York office, and a cable was sent to our Argentine representative, 
increasing the authorization to cover the purchase of a total of 30,000 
tons, and we increased the credit which we had already established 
to a total of $7,500,000. Against this credit we acrually drew in the 
Argentine $4,600,000, but actually used, including the cost of trans- 
portation, etc., in the United States and the Argentine combined, a 
total of $6,000,000. 
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Our first purchase of sugar in the Argentine was made on May 14, 
^.mounting to 7,909 tons. 

Mr. PuRNELL. How many tons ? 

Mr. Franklin. Seven thousand nine hundred and nine tons, 

Mr. PuRNELL. May 14 of what year ? 

Mr. Franklin. 1920. That was the first sugar that we purchased 
in the Argentine. 

Thereafter purchases were made as follows: On May 15 up to and 
including May 18, 5,300 tons: on May 22, 1,000 tons. This concluded 
all purchases. We stopped because a permit to export had not been 
granted on our first purchases, as promised by the State Department 
and the Department of Justice, thereby seriously disarranging all 
plans for sale and distribution and involving us in very heavy and 
uncontemplated obligations. 

On May 19 another conference was held at the Department of 
Justice at which Mr. Figgr; Mr. Gittings; Mr. Linn; Mr. Bruyn, 
representing B. H. Howell, Son & Co.; and myself were present. 
This interview was sought by me for the purpose of expediting the 
lifting of the embargo and discussing plans for distribution. 

# EXHIIUT 5. 

May 20, 1020. 
The honorable Sechetary of State, 

Woshin'jtov , D. C. 

Dear Siw: Callinsr your attention to my letter of May 13, in which I requested you 
to make proper reparation to the Government of Aro[entine for the lifting: of the erabar<ro 
placied on sjo^ar bv the Ar^ientine Government for immediate export to this country 
of any part of 30,000 tons. 

The American Trading Co., the American firm buying this sugar, has been able to 
secure practically this amount, and will continue to purchase beyond the 30,000 tons 
to any (piantity they are able to secure. I will respectfully now ask you to make 
proper representation to the Argentine Government for the further lifting of the 
embargo on another 30,000 tons, or less, for shipment from time to time duriner June, 
July, and August, as they are able to purchase. This permit should also be securod 
in tho name of the American Trading Co. 

It still remains imperative that these rerjuests be kept as confidential as possible, 
0"\Wng to a possibility of creating a speculative market. 
Re^'pectfiilly, 

Howard Fiog, 
S pedal Assistant to the Attorneti General. 

The next interview was held at the office of Mr. Figg on May 25 
a,nd the same people were present as at the preceding interview. On 
this occasion Mr. Figg fixed the compensation of importer and dis- 
tributor at 1 cent per- pound each to cover their services in the 
transaction. 

That was on May 25. 

We again urged the prompt lifting of the embargo and told Mr. 
Figg that we had held up purchases and would definitely stop further 
purchasing unless permits were issued at once. 

Mr. PuRNELL. What date ? 

Mr. Frankun. May 25. 

On May 27, because of the failure of the Government to secure 
the permits, we cabled our representative in the Argentine to make 
no further piu'chases of sugar. 
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Exhibit 6. 

(Paraphrase of cabl^pram.) 

To: The American Ambassador at Buenos Aires. 

Number: 55. 

Dated: June 8, 1920, 6 p. m. • 

With regard to exports of sugar and the American Trading Co.. 

Owing to the illness of the Minister of Foreign Affairs you are instructed to bring 
the following to the attention of the President of the Argentine, personally: 

Review the substance of its cable to you, dated May 28, 3 p.m., No. 51. State that 
-the department feels that owing to all the circumstances of the case, that is. the Argen- 
tine Government was kept fuUjr informed of the plans and actions of this Government 
and undertook the sugar negotiations without any intimation from the Government 
of the Argentine that there would be an imposition of conditions with which it would 
1)0 impossible to comply, that in all justice and fairness the Argentine Government 
shoula (1) remove the pilot sugar restriction and grant the first request of the American 
Trading Co. for the exportation of 30,000 tons, with an agreement that the company 
depK)sit 30 per cent of sugar of grades it has in its possession at present. If you fail to 
obtain this you will request (2) that the 14,000 tons bought by the American Trading 
Co. be granted an export permit free of thie restriction of pilot sugar, it agreeing to 
deposit 30 per cent of the grades already held by it. (Please refer to your No. 128 
dated May 31, noon.) 

If you fail in this you will make the statement that (3) if there be an immediate 
issuance of a permit to export foirteen thovsacd tons to the American Trading Co., 
the company will agree to proceed to obtain the necessary 30 per cent pilot svgar 
Avhich 8"gar it will deposit ^\dth the Government before any of its sugar holdings are 
exported from the country. 

The second alternative is to be used only after every effort to obtain one has failed, 
and likewise alternative three in case one and two fail, but in any case a decision 
must be reached by the end of the present week. You will call to the attention of 
the Aigantine Government, in the last instance, the fact that in alternative three 
the American Trading Co. is compljdng fully with the terms of the export decree, with 
the exception that inasmuch as it has no pilet sugar in hand it is anxioi s to know 
immediately how much si.igar it will be allowed to export, and it agrees simultaneously 
to provide the necessary pilet sugar before any exports are actually made. This is 
merely a more liberal interpretation of the terms of the decree and not a change, 
which it is felt by the Government is the least that can be expected owing to the 
unforesaen turn of events. 

It is very important that the company in cjuestion know immediately what it may 
do and that it have the necessary authorization in hand before the end of this week, 
•otherwise this American interest will lose large sums of money and although it is acting 
merely for this Government, the money will be lost because of a situation in the sugar 
market of Argentina over which no one but the Argentine Government has control. 

You will make the strongest kind of representations and cable the results of your 
conference immediately. Instructions are hereby given you to cooperate with Mr. 
Sullivan, who is the representative of the American Trading Co. 

Polk, Acting, 

On June 26, permit for exporting 14,000 tons of sugar was delivered 
to the American ambassador in the Argentine. 
Mr. PuRNELL. How many tons ? 
Mr. Franklin. 14,000 tons. 
I will read that permit: 

Exhibit 7. 

Ministry op Hacienda of the Argentine Nation, 

Buenos AireSy June 23 j 1920. 
Exp. 2757 R. 1020. 
B. No. 

Haying seen the request of his excellency the ambassador of the United States of 
America regarding the necessary authorization for the American Trading Co., pur- 
-chasing agent of tne Department of Justice, to export 13,909 tons of sugar of national 
production, and considering that the Government is animated by the desire to fulfill 
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satisfactorily the foregoing petition made direct by a sister nation, the Executive 
power of the Nation, in general agreement with the ministers, decrees: 

Article 1. That the necessary permission be given to the American Trading Co., 
purchasing agent for the Department of Justice of the United States of America, to 
export to the said country 13,909 tons of sugar of national production. 
Art. 2. That this be communicated, published, and filed. 

Irigoyen. 

D. E. Salaberry. 

Immediate steps were then taken to ship all of the sugar which 
had been delivered at the port, amounting to about 2,000 tons. 

Immediately after the lifting of the embargo the Department of 
Justice revised the list of distributees and approved the form of 
contract for sale and letter accompanying the same, as follows : 

I will put that in evidence or read it, just as you prefer. 

The Chairman. Just as vou prefer, Mr. Franklin. 

Mr. Franklin. I will submit it. 

Mr. PuRNELL. I suggest that you read it. 

Mr. Franklin. All right. 

Exhibit 8. 

July 2, 1920. 

Under directions from the Department of Justice and a plan of distribution ap- 
proved by them, we have allotted you bags of sugar of 70 kilos, or about 150 

pounds each, for Shipment from Argentina, which are expected to arrive about 

30 days after date of shipment, at a price not to exceed 21.30 cents per pound, less 
2 per cent cash f. o. b. New York, terms, sight draft against bill of lading, net landed 
weights; no arrival, no sale. 

For full details as to terms, we are inclosing herewith copy of the proposed contract 
we will furnish you upon receipt of your acceptance of the allotment. 

In arriving at the price of 21.30, various charges have been estimated, and if upon 
the arrival of the sugar it is found that these charges are less than estimated, the buy era 
will be issued a cr^it memorandum for the difference due, if any. 

The Department of Justice also wishes to have it distinctly understood that these 
sugars are to be redistributed by the jobber for essential usage only — ghat is, to essen- 
tial industries and retailers. 
Very truly, yours, 

B. H. HowfeLL, Son & Co. 

Mr. Kjncheloe. Who is the letter written to ? 

Mr. Franklin. To any one to whom the department directed this 

sugar to be sold. 

Exhibit 9. 
B. H. Howell, Son & Co. 

Howell's order No. . 

Date . 

Sold to . 

Address . 

About pounds of Argentine granulated sugar packed in bags of about 150 

pounds eich. 

At 21.30 cents per pound, less 2 per cent duty paid, f. o. b. New York City, net 
landed weights. 

Should various estimated charges used in arriving at the above price prove leas 
than expected, credit voucher for the difference will be rendered the buyer. 

Shipment by steamer or steamers from Argentine during , 1920, to New York. 

No arrival, no sale. 

Terms: Sight draft against bill of lading or delivery order, for invoice amount. 

Should any unforeseen circumstances, such as accidents, stress of iKeather,etc., 
prevent the shipment or arrival of the sugar within the time specified, buyers will 
accept delivery when made. 

The execution by sellers of this contract is subject to force majeure and is also con> 
tins^ent upon strikes, accidents, fire regulations, or restrictions imposed by any Gov- 
ernment or governmental agency or other delays beyond seller's control. 

This sugar will have to be redistributed by the buyer to essential usage as outlined 
by the DepantmeUt of Jusitice, Washing^ton, D. C. 

Accepted. 
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That was the form under which the sugar was ofiFered. 

Under these approved contracts 5,118 tons of sugar were sold at a 
price fixed by tne Department of Justice, namely, 21.30 cents per 
pound less 2 per cent. ' 

The Chairman. What was the amount sold ? 

Mr. Franklin. Five thousand one hundred and eighteen tons. 

In the early part of July American sugar sold as mgh as 24 cents 
per pound, but the Argentine sugars did not command so high a 
price, as they are somewhat less desirably. 

On July 13 the price of American sugars drop^ped 2 cents, and 
thereafter fell off rapidly until they reached a price of 6 cents per 
pound, with the result that the sugar purchased for the Government 
had to be sold at a market price in the United States, which was much 
below actual cost, and at a loss of about $2,250,000. 

This very heavy loss could have been averted by the sale of the 
sugars in the Argentine. During July the Department of Justice 
several times was verbally requested to give permission to resell 
the sugars in the Argwitine, and finally we wrote the Department of 
Justice, imder date of July 29 — ^Exhibit No. 10. The State Depart- 
ment absolutely refused tms permission, unless the Argentine Govern- 
ment gave consent, on the ground that any other course might 
injuriously affect international relations. 

I will read the letter which I wrote to the Department of Justice 

on July 29, 1920: 

Exhibit 10. 

July 29, 1920. 
Hon. Howard Figg, 

Special Assistant to the Attorney General, 

Department of Justice, Washington^ D, C, 

Dear Mr. Figg: As you know, there has been a very serious drop in the price of 
sugar since we concluded the arrangement to import 14,000 tons from the Argentine. 
We now have en route 5,000 tons, and about 5,000 tons more loading or ready to load 
in Buenos Aires. 

After a very thorough canvass of the firms named by you, B. H. Howell, Son & Co. 
were imable to dispose of more than 5,000 tons, and while you have released the 
sugar to additional firms, there is no opportimity at the present time to dispose of 
the sugar without a loss. It is believed, nowever, that the canvass and the publicity 
given tibis transaction materially relieved the sugar shortage and crisis among the 
canners and preservers, which was the point that you were endeavoring to accomplish. 

In view of this fact, and the probability of your agents facing a serious loss, would 
it not be well to trv^ through our local oflice in Buenos Aires, to resell a portion there? 
We believe that tnis could be done without a loss, and certainly there would be no 
objection on tiie part of the Argentine Government, if we sell at a price slightly below 
the market, thus helping to relieve the high price in the Argentine. 

We are firmly convinced that you should give very careful consideration to this 
suggestion, and will sincerely appreciate your early reply, or, if you prefer, I shall 
be very glad to come to Washington and talk the situation over with you. 
Very truly, yours, 

American Trading Co. 

W. S. "Franklin, Vice President, 

Mr. Clabke. What is the date of that letter ? 

Mr. Franklin. July 29, 1920. 

This request of July 29 was definitely declined by the Department 
of Justice, after consultation with the Department of State, in letter 
from the special assistant to the Attorney General, imder date of 
August 2. 
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Exhibit 11. 

Department of Justice, 
Washington, D. C, Aiiguat if, J9W. 
Mr. W. S. Franklin, 

Vice President American Trading Co., 

25 Broad Street, New York. 

Dear Mr. Franklin: I am in receipt of your communication of July 29 in regard 
to disposing of a certain portion of the 14,000 tons of Argentine sugar contracted for 
by the B. H. Howell Co., and in which the Department of Justice participated in 
distribution. 

I am very sorry to inform you th^t under no circumstances could the Grovemment 
concur in the thought even of allowing any portion of this sugar to be sold in the 
Argentine. You will find attached hereto paraphrase of cablegram received from 
Wiley, in charge of the embassy at Buenos Aires, which very definitely states the 
position of the Government in this transaction . But, in spite of this, I took the matter 
up with the vState Department and found that Ambassador Stimpson, from Argentina, 
was here. I arranged a conference with him, which took place Saturday, and I can not 
begin to make you understand how deeply he feels on this subject. 

He also brought to my attention a matter of seeming interest to you, and that was, 
that if any portion of this sugar was sold in the Argentine it would be ruination to the 
American Trading Co., or any other American interests that might be involved, as 
well as a very serious thing for the United States Government. 

Mr. Jacoway. If they had permitted you to sell there there might 
have been a break in the faith of the United States Government with 
that Government ? 

Mr. Franklin. That was what he said. 

Mr. Jacoway. And that was the reason they would not permit you 
to sell ? 

Mr. Franklin. Yes. 

Mr. Jacoway. Originally they asked that this sugar be sent here 
so as to break the price of sugar in this market ? 

Mr. Frankun. Yes, sir. 

Mr. TiNCHER. How much had sugar gone up in the Argentine ? 

Mr. Franklin. As I remember, at one time about 5 or 6 cents 
from where we had purchased. 

Mr. TiNCHER. And you made this request for permission to sell it 
on July 29? 

Mr. Frankun. Yes, sir. 

Mr. TiNCHER. And you did not get the permission until August 2 ? 

Mr. Frankun. No, sir; we never had the permission. If you will 
allow me, I will continue with this evidence to show how the Govern- 
ment never gave us permission to resell the sugar in the Argentine. 

Mr. PuRNELL. Since you have been interrupted, permit me to ask 
you a question. 

Mr. Frankun. You will appreciate that when the record is gone 
over by other members it will show that I have been stopped right in 
the midst of a letter. So, I will be glad if I can finish tne letter and 
then answer any questions. 

Mr. Purnell. 1 shall be glad to let you finish the letter. 

Mr. TiNCHER. I did not interrupt you. 

Mr. Franklin. I appreciate that; there is no hard feeling. 

Mr. Jacoway. I interrupted the gentleman. 

Mr. Purnell. When you have finished, I want to ask you a ques- 
tion. 

Mr. Franklin. Yes, sir. [Continues reading:] 

I had a talk with Mr. Linn, your representative here in Washington, this mornings 
and tried to make him understand the seriousness of this thought. 

I do not feel that there is an opportunity for vou. or the B. H. Howell Co., to lose any 
money on this transaction, but that you will find a ready sale for the sugar on its 
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arrival here. I have been aBsured, by a great many dealers over the country, that thejr 
are ready to buy on delivery, but would not contract ahead of time. I not only think 
there will not be any lose, but that your profits will be the same as you expected from 
the start. 

I am leaving for a short vacation on Thursdiay and have left this matter entirely im 
the hands of Mr. Wilkins during my absence. 
With kindest personal regards, I remain, 
Yours, truly, 

Howard Figg, 
Special Assistant to the Attorney General. 

Mr. PuRNELL. Now, Mr. Franklin, it occurs to me that that letter 
serves two purposes. I so felt at the time the matter was brought 
up before. It does two things. It establishes a prima facie case ia 
your behalf, showing that the Government was exercising some sort 
of supervision over this sugar in that they refused to allow you to- 
sell it. The question that I wanted to ask you a while ago was this;. 
Is it not your judgment that even though the Government had not, 
according to your view, invited you into this transaction and even 
though you had purchased this sugar, as appears, without any con- 
nection with the Government, you stiU would have to have gone 
through this form of getting a permit from the Government to reseE 
it do4 there? » ^ *' 

Mr. Franklin. I do not know that I altogether catch your ques- 
tion. If you mean that if we had not been requested by the Ameri- 
can Government and had not acted as the purchasing agent of the 
Government, that we could have resold down there ? 

Mr. PuBNELL. Yes, sir. 

Mr. Franklin. You mean if this had been a private transaction I 

Mr. PuRNELL. In other words, assuming that you went down, on 
your own motion, without any connection witt the Government 
whatever, would not the Government under the conditions as they 
then existed, objected to the reselling of the sugar i 

Mr. Fran^lIjn. Not at all. We could have Dought sugar in the 
Argentine if we wanted to. 

Mr. PuRNELL. But you could not get it out ? 

Mr. Franbxin. We could not get it out, but we could reseU it at 
anv time. 

Mr. AswELL. In other words, the Government could not have 
prevented you from going to the Argentine and buying and selling 
sugax on the Argentine market ? 

Mr. Franklin. We could have done that. 

Mr. AswBLL. At the date of the letter just read what was the- 

Erice of sugar in this country? I want to see whether you would 
ave sustained any loss. 

Mr. Franklin. On August 3, the date I have here, the price was. 
between 21 eents and 22.5 cents. 

Mr. AswELL. And what was the price of the Argentine sugar ? 

Mr. Franklin. It was 2 or 3 cents less. 

Mr. AswBLL. Then, as a matter of fact, you would have sustained 
a loss on that date ? 

Mr. Franklin. Yes, sir. 

Mr. Jones. What did you pay for the sugar that you purchased 
down there ? 

Mr. Franklin. I am coming to that. I can answer that question 
right here, about 13 cents United States currency. 
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In the letter whicli I have just read to yau, gentlemen, you will 
recall that Mr. F^^ mentioned a cablegram which he attached 
thereto from Mr. mley, who was acting at that time for the ambas- 
sador at Buenos Aires. I will read that cablegram, dated Buenos 

Aires, July 29, 1920: 

July 29, 1920. 
Urgent. 

Secretary op State, 

Washington, D. C, 

The price of sugar has gone up to plus 12 pesos paper per 10 kilos. The Grovem- 
ment is being attacked bitterly by the opposition of press on account of the exorbitant 
price of sugar and the scarcity wnich is claimed to oe due to the permits granted for 
export and to ^ft. Sullivan is telegraphing to the American Trsiding Go. regarding 
their opportumty to sell at a big profit here. I urge that you direct the company 
not to sell any of the 14,000 tons obtained in the name of the Grovernment under any 
circumstances. This would create a most unfortunate impression. 

Wiley. 

Mr. Glasgow. Who is Mr. Wiley ? 

Mr. Franklin. Mr. Wiley was the first secretary of the embassy. 

Mr. AswELL. May I interrupt you there ? If you had sold the 
sugar at a price less than the market price in Argentine at that time, 
I see no reason why that would have given any offense to the Argen- 
tine Government. 

Mr. Franklin. The only thing I covld say to you there, Mr. 
Aswell, is that the State Department and the Department of Justice 
and the American ambassador, who was here at that time, said that 
it would and told us not to sell it. 

Mr. Aswell. It would have benefited the people of the Argentine 
instead of being offensive to them. 

Mr. Franklin. I so stated in my letter, sir. 

Mr. VoiGT. What is your personal opinion, irrespective of the 
opinion of the Department of State on that question. Would the 
people of Argentina had any occasion to feel hurt if this sugar had 
oeen resold down there ? 

Mr. Frankun. Mr. Voigt, I think I had better say this. The 
chairman has asked Mr. Wiley, who sent that telegram, to appear 
before this committee, and Mr. Wiley is now here, and I think prob- 
ably he could answer it; but my judgment is that the relationship 
that was estabhshed between the embassy and the Argentine Gov- 
ernment in seciu-ing this permit and handling the whole transaction 
was so close that they felt that their relationship with the Argentine 
Government — that is, I mean the American uovemment through 
the embassy — would be jeopardized if they did not live up to their 
agreement which they had made to export tnis sugar for the American 
household consumers, because that is the way they obtained the 
permit. 

Mr. Voigt. But if our Government had explained the situation to 
the Argentine Government, showing them there was no bad faith 
and showing them that the people of Argentina would be actually 
benefited by leaving this sugar in the country, I do not see how that 
could arouse any friction between the two Governments. 

Mr. Aswell. I do not see that either. 

Mr. Frankun. Mr. Voigt, you will recall that in this letter I 
specifically mentioned that fact. I said in my letter: 

We believe that this could be done without a loss, and certainly there would be no 
objection on the part of the Argentina Government, if we sell at a price slightly below 
the marlOet, thus helping to relieve the high price in the Argentine. 
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Mr. Glasgow. But if you had sold it slightly bdow the market 
and still at a profit, would not the Argentine Government have said 
that the Government of the United States was profiteering on its 
citizens ? 

Mr. Franklin. I think it is very hkely that that was one of the 
reasons. 

Mr. Gtasgow. That is clearlj the reason for it. The explanation, 
Mr. Chairman, was that sugar m Argentina was then 25 cents, and if 
this company had resold it to the Argentine people at 24 cents, at a 
profit on their purchase, the Argentine company would have inmiedi- 
ately said that the United States by getting this permit from Argen- 
tina was profiteering on their citizens. 

Mr. AswELL. But suppose they had sold it at cost. 

Mr. GiASGow. If they had sold it at the same price, then there 
would have been some loss to this company. 

Mr. TiNOHEK. They stated the price they wanted to sell it at. 
Your price was disclosed somewhere in the correspondence. 

Mr. Franklin. It will be all mentioned right nere in the corres- 
pondence, Mr. Tincher. 

As the demand for sugar in the United States continued to fall 
oflp during the first few days of August and the seriousness of the 
situation was fully realized, further efforts were made with both 
the State Department and the Department of Justice to have them 
take advantage of the opportunity of reselling in the Argentine. 
These eflForts finally resTilted in a telegram from the State Depart- 
ment to the American ambassador at Buenos Aires. 

Exhibit 12. 
[Paraphrase of cablegram.] 

To: American Embassy at Buenoe Aires, Argentina. 
Dated: August 12, 6 p. m. 
No. 88. 
Reference is made to your No. 185 of Angiist 6 and No. 186 of Anpist 9. 

1. If approved by Sullivan, convey to the Government of Argentina that this Gov- 
ernment desires to state again its appreciation of its favor in permitting the export of 
sugar to relieve necessities in this country; and that since the situation in the United 
States has been remedied in large measure through the courteous act of the Argen- 
tine Government and at the same time the market in Argentina appears to be suner- 
ing from a su^ar shortage, this Government would be glad to resell to the Argentine 
Government, it if so desires, or on the market xmder ite supervision, such quantities 
of sugar which have not already been exported to the United States; that the sugar 
is offered at 16 cents United States currency and amounts to 4,383 tons. You may 
explain to the Argentine Government, if you think advisable, that the stated price 
is placed somewhat above purchase price in order to cover expenditures incidental to 
its handling, purchase, and storage. 

2. Please be careful to avoid giving impression which you warned against in your 
cabl^ram of July 29, No 178. 

Colby. 

The Argentine Government apparently gave serious considera- 
tion to this oflFer, as no reply was received from the American am- 
bassador untU their cablegram of August 23 — Exhibit No. 13. 

S3384r— 21— azB f 2 
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Exhibit. 13. 

[Paraphrase of cablegram.} 
State Department, 

Washington, 
No. 196 of August 23, 6 p. m. 

I have been told b^ the Minister of Foreign Affairs that the Argentine Govern- 
ment while appreciating the kindness of the United States Government in making 
this offer, it prefers that the sugar shall be shipped to the United States, as already 
arranged, since, the permit therefor has been granted. 

There has been appointed a congressional committee to investigate the subject of 
the exportation of sugar from Argentine and doubtless there will be several (scrapes?). 
. I believe that the sale to (by) the American Trading Co. here of any of the sugar 
may lead to unfavorable criticism. Sullivan will ship 1,500 tons by the Arabic. 

Wadsworth. 

Wadsworth was then in charge of the embassy at Buenos Aires. 
Mr. Ten Eyck. May I ask a question there ? In Colby 's tele- 

f'am, he states that the United States Government will sell to the 
rgentine Government a certain amount of sugar. 

Mr. Franklin. Yes, sir. 

Mr. Ten Eyck. Did they own any other sugar in that locality 
other than what was owned through your company ? 

Mr. Franklin. No, sir. 

Mr. Ten Eyck. In other words, he was then referring to the sugar 
that was under your custody as the sugar which he wished to sell. 

Mr. Franklin. Absolutely; yes, sir. 

Mr. TiNCHER. Will you permit another question? He was doing 
that at your request. 

Mr. Franklin. No, sir; he was doing that at our request in that 
we told him that there was an opportunity to resell down there and 
get out of the transaction; but he was doing it after consultation with 
the Department of Justice. 

Mr. TiNCHER. Now, let us see if we understand one another. I 
asked you if he made that request of the Argentine Government to 
permit the resale of this sugar in the Argentine at your request, and 
you said, ^^No, sir." 

Mr. Franklin. I did not hear what you said. 

Mr. TiNCHER. I say I asked you if Mr. Colby issued the letter 
requesting the Argentine Government to permit the resale of this 
sugar in wie Argentine at your request. 

Mr. Franklin. At our request, made through the Department of 
Justice, in accordance with tnat letter. 

Mr. TiNCHER, When I first asked you that question, I imderstood 
you to answer me, ^'No, sir.'' You do not mean that. 

Mr. Franklin. What I meant, Mr. Tincher, was this: We made 
the request through the Department of Justice, as I have read to you, 
on July 29. 

Mr. TiNCHER. I knew about that and that is the reason I was sur- 
prised when you answered ^'No, sir," when I asked you the question. 

Mr. Franklin. I meant that we did not go to Mr. Colby and ask 
him to do that. 

Mr. TiNCHER. But it was at your request that he did it. 

Mr. Franklin. Absolutely. 

Mr. AswELL. Why did Colby call it sugar belonging to the United 
States Government ? 

Mr. TiNCHER. He does not do that in the cablegram. 



SUQAR. 19 

Mr. AswELL. Yes; he does. 

Mr. Frankun. Absolutely. 

Mr. AswELL. Read us just what he said about that. 

Mr. Franklin (reading) : 

Since the situation in the United States has been remedied in lar^e measure through 
the courteous act of the Argentine Government and at the same time the market m 
Argentina appears to be suffering from a sugar shorta^, this Government would be 
glad to resell to the Argentine Government, if it so desires, or on the market under its 
supervision, 

Mr. AswELL. Yes; that is right. May I ask you one more question. 
Is it Ukely that your purchases and the publicity of same was a factor 
in raising the price in the Argentine. 

Mr. Franklin. It probably contributed, just as any other pur- 
chases of sugar for export would tend to raise the price down there; 
yes, sir. The position of the Government distributors, B. H. Howell 
Son & Co., is set forth in a letter to Mr. Figg of October 7, which Mr. 
Post will read to you when he testifies as the representative of B. H. 
Howell, Son & Co. 

It was suggested by the Department of Justice during the latter 
part of October that this whole transaction be taken- over by the 
ougar Equalization Board, who then had and now have on hand a 
surplus which had accrued to the board from their handling of the 
Cuban raw sugar crop during the year 1919 sufficient to hquidate the 
transaction. 

The Attorney General felt that if the Sugar Equalization Board, 
after considering the facts in the case, w^ere willing to take over the 
entire transaction, that he would then recommend to the President 
that the board be instructed accordingly, thus relieving the com- 
panies who had acted for the Government. While the Board, at a 
special meeting held to consider this case on December 27, were 
unanimously in favor of taking over the transaction, yet they felt 
that they did not have sufficient authority from Congress, and 
although the Attorney General appeared in person at this meeting, 
the board finally reluctantly concluded that they could not agree 
to take over the transaction without further legislation on the part 
of Congress. 

It was therefore necessary to have a resolution introduced in 
Congress, authorizing the President to direct the Sugar Equalization 
Board to take over this transaction and relieve the commercial 
interests, who had acted as the Government's agents, from their 
financial burden. At the hearings held by both the Senate Com- 
niittee on Agriculture and Forestry and the House Committee on 
Agriculture of the Sixty-sixth Congress, the Attorney General, Mr. 
Palmer, appeared in person, and after explaining the facts in the 
case, definitely recommended the passage of this resolution. Mr, 
William A. Glasgow, jr., general counsel for the Sugar Equalization 
Board, and Mr. George A. Zabriskie, president of the Sugar Equali- 
zation Board, both appeared at these hearings and, based on their 
examination of the records, testffied that, although they were dis- 
interested parties, the resolution was a proper one and should be 
passed. 

Mr. AswELL. Has Mr. Figg ever testified before this committee ? 

Mr. Franklin. Yes, sir. 

Mr. AswELL. What does he say about it ? 
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Mr. Franklin. He says the same thing, sir. 

Mr. Reed. Mr. Franklin, do you want to read now Mr. Figg's 
letter of November 1 ? 

Mr. Franklin. I think it would be well to read that in just a 
moment. 

The joint resolution, known as S. J. Res. 238, of the Sixty-sixth 
Congress, was passed hj the Senate on February 24. While the 
House Committee on Agriculture reported the bill out on February 1, 
there was not sufficient time to have it considered by the House 
before adjournment on March 4, on account of the pressure of other 
legislation. 

'The Chairman. Mr. Franklin, do vou state that the Sugar Equali- 
zation Board was unanimous in its findings ? 

Mr. Franklin. Yes, sir. 

The Chairman. I call your attention to the statement of Mr. 
Glasgow on page 27, as follows: 

Our board were divided. A lot of them were in favor of the President's directing 
it to be done, to take it over. I was one of those who felt that it could not be done, 
and so advised the Attorney General. The board advised him that they thought 
the President had better not ask the board to take over this transaction. 

Mr. Franklin. That was based on the fact that they questioned 
the legality of the proposition. 

The Chairman. That was Mr. Glasgow's statement before this 
committee. 

Mr. Franklin. Mr. Glasgow is here now, and I do not mean to 
take anything away from what he may have said or what he may 
tell vou. 

The Chairman. But your statement was that they were unanimous 
on the proposition. 

Mr. Franklin. I so stated, and I repeat it now. 

The Chairman. I am just quoting from Mr. Glasgow's statement. 

Mr. McLaughlin of lifichigan. As I understand, they were unani- 
mous in wishing to do it but divided on the question of authority. 

Mr. Franklin. That is quite right. 

Mr. Glasgow. That is correct, sir. 

Mr. Ward. They were imanimous in reference to the resolution. 

Mr. Franklin. 1 think, Mr. Chairman, to clear that up, perhaps 
Judge Glasgow had better make a statement about that ri^ht now. 

!&, Glasgow. The board were imanimous in the conclusion that 
this was a meritorious claim. They were divided upon the proposi- 
tion of whether they would take it over, even if the President directed 
it. I was one of three others who were opposed to taking it over 
except by act of Congress. Four of the board were in favor of tak- 
ing it over, in case me President directed it, without such action. 
The board being divided, and the pjart of the board with which I 
was connected being very positive in their conclusions, the board 
advised the Attorney General that the President had better not 
request the board to take it over. 

Mr. Kinchelob. Did the President ever issue any statement on it 
at all? 

Mr. Glasgow. No, sir. 

Mr. PcTRNELL. They were positive in their conclusion as to the 
question of authority, but not as to the merits of the proposition ? 
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Mr. Glasgow. No ; they were just as positive on both propositions. 
They were undivided and unanimous on the proposition that it was 
a meritorious claim, but they were divided on the proposition of 
whether they could, with propriety and legaUty, take it over and 
assume the Durden without congressional action. Do I make that 
clear? 

Mr. AswELL. That is perfectly clear. 

The Chairman. And they were all agreed that there was no legal 
obligation incurred ? 

A&. Glasgow. Undoubtedly; there was no legal, enforceable con- 
tract. 

The Chairman. There was no contract in any shape or form ? 

Mr. Glasgow. I could hardly say that. I could say that at least 
as far as I was concerned, and the men who were acting with me, 
they were persuaded that there was no legal and enforceable con- 
tract. As to there being an understanding between them, I do not 
know that there was a 

The Chairman (interposing). Mr. Glasgow, I call your attention to 
your statement before tne committee, f oimd on page 27 : 

I have no such embarrassment. In my judgment there is no contract in the com- 
mercial sense of an enforceable contract at law against the Government. 

Mr. Glasgow. I say that now. 

Mr. Clarke. That is exactly what he says now. 

Mr. Glasgow. That is exactly what I say now, sir. I thought 
then and I think now that there is no contract of a l^al character 
which is enforceable against the Government of the United States. 
If there was, then I think these gentlemen would be putting this com- 
mittee to an unnecessary amount of trouble, and they could go to 
the Court of Claims. But the ground I put it on, and the gentlemen 
who agreed with me on that board, was that while it was a merito- 
rious claim, we could not assume the burden unless Congress so 
directed. 

The Chairb£AN. You say that there was no enforceable contract at 
law. What do you mean by that ? 

Mr. Glasgow. I mean you can not go to the Court of Claims and 
get a judgment against the United States on it as a binding legal 
contract, and my ground for that is that I do not believe the Depart- 
ment of Justice or the Department of State or both together had the 
power to make this contract a contract legal and bmding on the 
united States. 

Mr. Ten Eyok. In other words, the contract which they claim 
they had could not be legal and binding on account of the Secretary 
of State and the Attorney General not having the power to make 
such a contract, and even though it was in black and white it would 
not be operative. 

Mr. Glasgow. You have stated my views exactly. 

Mr. TlNCHER. In other words, what you mean is this: If I should 
go down to the Indian Commissioner this morning and make arrange- 
ments with him to buy certain provisions for all the Indians and he 
had no authority to make that contract with me under the law, and 
then I should lose money on that contract, I could not sue the Gov- 
ernment and I could not recover through the Court of Claims on that 
claim, although there might be some claim on my part that the 
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Indian Commissioner had led me into a transaction by which I had 
lost money. 

Mr. Glasgow. Of course, sir, I would have to examine into the 
authority of the Indian Commissioner 

Mr. TiNCHER. I say, assuming there was no law authorizing it. 

Mr. Glasgow (continuing). But I am taking the one case which 
I had and which I did examine, and that was the question of the 
power of the Attorney General and the power of the Secretary of 
State to make a contract in writing with Mr. Franklin to go down to 
Argentina and buy 14,000 tons of sugar for the Government. I do 
not believe the Secretary of State and the Attorney General had the 

Sower to direct him to do it. That was what the four of us on that 
oard agreed to. The board stood 4 to 4 and if the President, sup- 
ported by an opinion by the Attorney General, directed us to do it, we 
would not have done it until Congress directed it. That was my posi- 
tion and the position of the parties who were with me in the board. 
Mr. Ten Eyck. In other words, if Mr. Franklin thought the 
Attorney General and the Secretary of State had the power to make 
such a contract, he made a mistake in assuming that ? 

Mr. Glasgow. Exactly. Now, I may explain it further by saying 
that the board also was unanimously of the opinion that by reason of 
the exigencies and the action of the Secretary of State and the action 
of the Attorney General, the compliance with their request by the 
American Trading Co., the failure to allow them to seU and save 
themselves, that there was an equitable condition or situation which 

f;ood faith between men and men would require the principal to come 
orth and protect his agent. 

Mr. Jacoway. Let me ask you a question right on that point 
because I think that is where yoiir whole case lies. 

Mr. Glasgow. Yes; that is the whole point. Of course, I have no 
case here. 

Mr. Jacoway. Your contention is that all the acts of the Attorney 
General and Secretary of State were ultra vires because they had no 
authority to give this authority to B. H. Howell, Son & Co? 

Mr. Glasgow. I do not think they had. 

Mr. Jacoway. Now, assuming they did have the authority, does 
not the letter written by Mr. Figg, which is on page 6, constitute 
ample authority for B. H. Howell & Co. to act in the premises? 

Mr. Glasgow. I think, imdoubtedly, that they had gotten Howell 
& Co. and the Trading Co. to go down there and purchase under some 
kind of a contract, because they had an agreement as to the profit 
Howell & Co. should have and the profit the Trading Co. should nave, 
and they also had an agreement that they should only distribute that 
sugar as the Department of Justice directed. There was imdoubtedly 
a contract between them; but my point was that if there had been 
a contract by which they agreed to pay them this amount of money, 
my position was, and three others on the board agreed with me, we 
would not pay the money on the direction of the rresident, because 
we did not thmk that there was legal authoritv to make the contract. 

Mr. Jacoway. In other words, the supposea contract was a nullity. 

Mr. Glasgow. Yes, sir; but unanimously the board believed that 
fair dealing between man and man and with these people who believed 
they were the agents, and believed that the Government had the 
authority to appoint them, and their failure to allow them to save 
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themselves and prohibiting them from doing so, worked such a conr 
dition of equity that if I had been in tlie position of the Government 
and had declined to help them out, I would have been ashamed to 
look them in the face. 

The Chairman. Now, let us see what Mr. Figg says about it. 

Mr. Glasgow. I did not mean, Mr, Chairman, to break into the 
hearing in this way. 

The Chairman. Let us take up the matter of this contract and 
clear that up. On page 96 of the previous hearing, Mr. Figg was 
asked this question: 

The Chairman. Mr. Figg, you stated you had no intention of bujdng the sugar? 
Mr. FiGQ. That is right. 

The Chairman. You do not claim to have any authority to enter into any agreement 
to buy or guarantee against loss? 
Mr. Figg. That is right. 

Now, there you have a statement direct from the man you nego- 
tiated with, and he denies any knowledge of any agreement or any 
legal contract. 

Mr. Clarke. I think that is entirely beside the question. 

Mr. TiNCHER. What is beside the question ? 

Mr. Clarke. The denial of authority when the Secretary of State 
liimself has acknowledged that very fact in the letter produced here. 

Mr. TiNCHER. No; tlie whole question of authority arose at a con- * 
ference in which Figg participated. The Attorney General, I might 
say for the information of the gentleman, said that the reason they 
went into this transaction was that they never contemplated anything 
but a million dollar profit. 

Mr. Clarke. But you can not take just one sentence in a letter, 
but must take all of his actions and all of his letters together, and let 
that be the substance of the thing and not a single sentence. 

Mr. TiNCHER. The whole proposition is this : This Government had 
an agency to purchase sugar in the Argentine or anywhere else, and 
they did not use that agency because they did not contemplate any 
loss and did not contemj^late anything but a million dollar profit, and 
the gentleman over there was the head of that agency. 

Mr. Glasgow. No, sir. 

Mr. Clarke. The explanation of that is that there was the question 
of the diplomatic relations between the two countries. 

Mr. TiNCHER. It was not a question of the diplomatic relations 
between the countries. The Sugar Equalization Board could have 
gone down there and bought the sugar just as well as anybody else. 

Mr. Jacoway. Mr. Tincher, will you submit to a question right 
there ? 

Mr. AswELL. I would like to have Mr. Glasgow explain that. 

Mr. Ten Eyck. They charge these gentlemen with having the 
power 

Mr. Tincher (interposing). He did not have the power because the 
President did not order them to function. They were dead ones and 
Congress was begging the President to have them function, when they 
could have bought su^ar for 6 cents, but they were using private 
agencies who were getting money out of it. There are two sides to 
this proposition. 

Mr. Glasgow. Mr. Tincher, we have had that up before, you know. 
We were not in a position to buy sugar. The Sugar Equalization 
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Board was not in a position to buy sugar. It was functus officio, 
and I agree with you, in part, that it was functus officio because the 
President did not direct us to do so and because Congress did not 
direct us to do so. 

• Mr. Ten Etok. Did Congress give you the money to do it with ? 

Mr. Glasgow. Oh, we had the money. I do not mean to be here 
criticizing, because I do not care whose fault it was; but I think that 
my view and Mr. Tincher's view — ^we had an entirely different view 
when I was here before — ^I think the trouble was that neither one of 
them gave us the power. If Congress had told us to do it, we would 
have done it. If the President had told us to do it, we would have 
done it, and I was down here and I wrote a letter to the President 
begging him to tell us to do it, and I came down twice before Congress 
begging them to tell us to do it. 

Mr. KiNCHELOE. And did not the President in a special message to 
Congress, as far back as April, ask them to pass such a resolution, 
and it did not become a law until along in December after the sugar 
was gone? 

Mr. Glasgow. I do not raise the question as to w:hose fault it was. 

Mr. Williams. They had the authority and they could have 
bought the Cuban crop for 6 cents. 

^&. KiNCHELOE. No; they did not have the authority, and they 

{proceeded to come to Congress and ask for authority, and the reso- 
ution did not pass until tne 31st of December, when the sugar was 
gone. 

Mr. Glasgow. Mr Chairman, I am not trying to get mto a con- 

troversy as to whose fault it was 

* Mr. KiNCHELOE (interposing). Of course, that is water that has 
gone over the mill. 

Mr. PuKNELL. We issued a lot of political speeches based on that 
last fall. 

Mr. Clague. Let us hear these witnesses, now. 

Mr. KiNCHELOE. May I ask you just one question? 

The Chairman. Mr. Franklin has requested that he be allowed to 
continue his statement. 

Mr. Fbanklin. That is all right. Go ahead. 

Mr. KiNCHELOE. I understood Judge Glasgow to say a moment 
ago that putting it on equitable grounds, while there is no legal 
liability and that while the contract is ultra vires, yet the fact that 
the Government forbade these gentlemen unloading when they could 
have gotten out without loss established an equitable situation. 
When was that and where ? 

Mr. Glasgow. That was on the 29th day of July. They specifi- 
cally wrote to the Department of Justice telling them that the price 
of sugar was dropping in this country and asking the Department 
of Justice to permit them to seU the sugar in Argentina, which they 
stated they could do without loss and save themselves and save the 
Government of the United States. 

Mr. KiNCHELOE. That is what I wanted to get at. I understood 
from this correspondence that the Agrentine Government refused to 
permit them to do it. 

Mr. Glasgow, Then when the Department of Justice got that 
letter from the Franklin company asking permission to sell, they 
referred it to the Department of State. The Department of State 



SUGAB. 25 

took it up with our embassy in Buenos Aires and got a telem^am 
from our ambassador in Buenos Aires saying it womd never do in 
the world to sell that su^ar in Argentina. Therefore, as stated by 
the State Department, they advised the Department of Justice it 
could not be done, and the Department of Justice, on the 3d of 
August, advised I^anklin that under no circumstances could the 
sugar be sold. 

Mr. KiNCHELOE. Was not that in response to a telegram from 
the ambassador saying that the Argentine Government refused to 
allow them to sell it ? 

Mr. Glasgow. Yes. 

Mr. KiNCHBLOE. Then why do you say that this Government 
failed to let them sell the sugar when they could have sold it ? How 
could they have sold it when the Argentine Government objected 
to it? 

Mr. GI4ASGOW. They could have sold it but it would probably 
have created trouble between the United States and Argentina. 

1^. Franklin. Mr. Chairman, I am about through, i want to 
read one more letter, if I may, and I think my testimony is then 
concluded. 

As I have just told you, we took the matter up with the Depart- 
ment of Justice, and they recommended that tne Sugar Equaliza- 
tion Board take this matter over. Mr. Figg on November 1 wrote 
to the President, as follows: 

Department op Justice, 
WasMngtonj November i, 19i0. 
The President, 

The White Jaotwc, Washington, D, C, 

My Dear Mr. President: I would respectfully submit for your consideration 
the following facts and circumstances concerning the importation of Argentine sugar 
into the United States by the American Trading Co. and the B. H. Howell Co., of 
New York. 

During the months of May and June the sugar shortage in the United States waa 
at its peak of acuteness, and my every effort was directed to stimulating the impor- 
tation of foreign sugars as well as directed to educating the consuming public to the 
necessity of a general curtailment of their use of the luxuries of life, m which sugar 
played a large part. 

Other Government agencies, particularly the State Department, were also assisting 
and doing a great deal on their own initiative to relieve this condition. In their 
efforts through the American ambassador to Argentina they were able to secure consent 
of the Argentine Government to the exportation of a considerable quantity of sugar 
to the United States at a price much lower than the quotations on American sugar. 
This permission was obtained from the Argentine Government under certain con- 
ditions, namely, that the American (government would name the firms or firm tO' 
handle this exportation, and would guarantee that it should be handled for the inter- 
ests of Uie American consumer, and not be allowed to reach the speculator's hands' 
here. I was consulted by the Foreign Trade Advisory Division of the State Depart- 
ment and asked to cooperate in this matter. The American Trading Co. and the^ 
B. H. Howell Co., of New York, were the commercial interests that finally undertook 
to bring this sugar to the United States, gplving the Department of Justice the right to< 
indicate or approve of the method of distribution, so that it might be assured that this 
sugar would reach the hands of only the legitimate dealer and &.e essential industries. 

Before the B. H. Howell Co., who were handling the entire distribution, offered 
the sugars, Uiey sent us a list of firms, wholesale grocers and manufacturers of neces- 
sities, for our approval. After eliminating a few names from their list the same "w as- 
returned to them with a letter from me in which we thanked them for their complete 
cooperation and approved the allotments they had made. We received at this time- 
numerous letters from wholesale grocers and manufacturing interests requesting that 
thev be allotted suears from this Argentine shipment. These letters were forwarded 
to the B. H. Howell Co. for such action as they might take. 
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The price of 8U<::ar by the refiner had reached from 22 J to 26J cents per .pound. 
This 8uq:ar was offered, or allotted if you please, at 21.20 per pound, wnich was & 
2-cent marein of profit over and above the actual delivery cost of this su^r in. the 
United States, it beins: a^eed that 1 cent per pound should be allowed the American 
Trading Co. aa purchaser and 1 cent per pound to the B. H. Howell Co. as distribu- 
tors. I may say in this connection that in my opinion, as well as a like opinion from a 
great number of the susrar interests, the offerin^: of this suq:ar at that particular time 
at a price so many cents per pound lower than the then quoted market price of Ameri- 
can refined sugar was the principal factor in breaking the price on sugar. Thia was 
primarily the cause of Cuban raw su^r beini offered on the American market in a fe\v 
days after the announcement of this Arfrentine offer at several cents per poutid la«s 
than it had been for several months. Also the fact that through this offering to the 
le^i-timate wholesale dealer and the essential users, it s:ave them the asduranoe of a 
plentiful supply of su^r for the next few months, as deliveries were to be made in 
August. September, and October. The unprecedented downward rush of prices in 
all (Trades of su^ar has caused a tremendous financial locs to these interests that. risked 
millions in the hopes of only a small gain at most to bring about a more eqiiitable 
distribution of sugar to the essential users. Their loss to-dav without a further decline 
of the market price is about $1,900,000. 

There never was a case where the moral. clain> for governmental consideration was 
stronger. I am attaching hereto letters from these firms which give a verV clear 
picture of the serious situation in which this deal has left them. As a solution, I 
would suggest that the United States Sugar Equalization Board might bfi .directed by 
your order to assume the purchase and disposition of this sugar. ,In this^way any loss 
would be absorbed out of the reserve fund of the United States Sugar ISquaJization 
Board. Such action would appear to be well within the power and authority con- 
ferred upon you by the so-called McNary Act, providing for the continuation of the 
United States Sugar Equalization Board until December 31, 1920. Of course, the 
B. H. Howell Co. would continue as the actual distributor of the sugar and attend to 
all the details of importation and sale. 

The financial loss of these two firms is tremendous, and by this loss an amount 
impossible of calculation has been saved the American consumers, but it will run well 
into the neighborhood of $1,000,000,000. It would therefore appear that governmen- 
tal action to relieve the situation is well justified in the premises. 

I find the State Department quite in accord with the views herein expressed, and 
you, no doubt, will receive a request from them as well as the within that favorable 
consideration and action be taken. 
Respectfully, 

Howard Figg, 
Special Assistant to the Attorney Greneral. 

Mr. Clarke. Did you get a request from the State Department 
following that ? 

Mr. Franklin. The State Department sent a letter direct to the 
President in accordance with that. 

Mr. AswELL. Have your books ever been audited in order to deter- 
mine your exact loss ? " 

Mr. Franklin. We have not done it, because the books will be 
turned over to the Sugar Equalization Board which took over the 
whole transaction. When I say that the books have not been 
audited, our books are regularly audited as are the books of B. H. 
Howell. Son & Co., by authorized certified accountants. 

Mr. KiNCHELOE. How much sugar is there in New York 1 

Mr. Franklin. Two hundred tnousand tons. 

Mr. KiNCHELOE. How much did you sell? 

Mr. Frankun. The original lot was 5,118 tons and w^e have dis- 
posed, as we could, of the others. 

Mr. AswELL. You say that your loss is $2,250,000 ? 

Mr. Franklin. That is the way it stands on the books to-day. 
It may exceed that when the transaction is finally wound up. 

Mr. AswELL. Does that take into account the 200,000 tons which 
you have on hand? 



Mr. Franklin. It takes them into account, 

Mr. Clague. Did you ever file any claim with the Coiu-t of Claims ? 
. Mr. Fbanklin. No, sir; we have not filed any claim whatever. 

Mr. Clague. Why not ? 

Mr. Fbankl£N. Because the Sugar Equalization Board felt, after 
advice from the Department of Justice, that we should appear before 
you gentlemen. 

Mr. Jones. Does your firm deal in sugars? 

Mr. Fbanklcn. No, sir; we simply export and import; we do not 
deal in sugar at all. 

Mr. Jones. You imported a great deal of other sugar besides this ? 

Mr. Franklin. No, sir. 

Mr. Jones- This is all the sugar you imported during 1920? 

Mr. Franklin. We imported three or tour hundred tons of sugar 
from Java, which was just placed as a firm order. 

Mr, Clarke. Did the initial movement come from you or from the 
Government ? 

Mr. Franklin. It came from the Stat^ Department to go over to 
the Department of Justice and see them with reference to the importa- 
tion of this sugar. 

Mr. PijRNELL. The initial movement came from you ? 

Mr. Franklin. No, sir. 

Mr. PuRNELL. You so stated at the other hearing ? 

Mr. Franklin. No, sir. I stated that I went to the Department 
of Justice and told them about this sugar. 

Mr. PuRNELL. Yes, sir; that is what I said. 

Mr. Sinclair. That was the initial movem^it ? 

Mr. Franklin. No, sir. 

Mr. PuRNELL. I think you told the Department of State. 

Mr. Franklin. No, sir. 

Mr. PuRNELL. Let us see. Mr. McLaughlin of Michigan asked you 
this question on page 20: 

Who first brought up the subject of sugar from the Argentine? 

Mr. Franklin. That is right. 

Mr. Purnell. And you said in reply to that question: 

I am unable to say that. It was in connection with a discussion in the State Depart- 
ment as to duties, and we were asking about export and import duties, and the ques- 
tion came up then. 

Mr. Franklin. That is right. 
Mr. Purnell (quoting) : 

I do not know but what I may have said that there were sugars in the Argentine and 
sugars in Java, and so forth and so on. 

Mr. Franklin. That was my reply. 
Mr. Purnell (quoting) : 

They suggested that we tell the Department of Justice about it. 

Mr. Franklin. That is right. 

Mr. Purnell. As a matter of fact, you did start the whole thing 
in motion. 

Mr. Franklin. No; I do not thiok so. 

Mr. Purnell. Do you not think that would be the inference ? 

Mr. Franklin. No, sir. 

Mr. Clarke. Your business in the department was not sugar at 
that time ? 
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_ * 

Mr. Franklin. No, sir; not at all. 

Mr. Clabke. I am satisfied as to that. 

Mr. PuRNBLL. It is perfectly reasonable to assume — I do not 
know that there is anything wrong about it. 

Mr. Franklin. I do not Iniow that there is. I am only giving 
you the facts as I recall them. 

Mr. TiNCHER. Who mentioned it, you or the Department of 
State ? 

Mr. Franklin. The Department of State, as I remember. 

Mr. Williams. You suggested it, did you ? 

Mr. Franklin. I do not remember how the discussion came up. 
They had a telegram, as I told you this morning in the department 
from the commercial attach^ at the Embassy in Buenos Aires, 
setting forth the fact of this surplus sugar in Argentine. 

Mr. PuRNELL. Where in the record is there any evidence of the 
State Department having received evidence of the sugar in Argentine \ 

Mr. Franklin. I told you this morning. 

Mr. PuRNELL. When was that, with reference to your visit to 
the State Department, when you first discussed with the State 
Department this sugar proposition, before or after that ? 

Mr. Franklin. I think that cablegram was received from the 
Embassy at Buenos Aires some week or two weeks before I ever 
went to the State Department at all. We can probably get that. 

I do not know whether we can get a copy and submit it to you- 
Mr. Wiley, do you remember that cablegram ? 

Mr. Wiley, it was sent before I left Buenos Aires. I have not 
seen the cablegram. I think it was sent before. 

Mr. Franklin. I do not know. 

Mr. PuRNELL. Have you a copy ? 

Mr. Franklin. No, su*. 

Mr. Sinclair. How did you happen to be at the State Department ? 

Mr. Franklin. We have various reasons for going there: we have 
a good deal of busmess with the trade advisors. 

Mr. AswELL. You did not go there to investigate sugar ? 

Mr. Franklin. No, sir. 

Mr. Sinclair. You were there on other lines of business ? 

Mr. Franklin. Yes, sir. 

Mr. TiNCHER. I notice that you read your statement from a 
brief? 

Mr. Franklin. Yes, sir. 

Mr. TiNCHER. Have you a copy of the brief ? 

Mr. Franklin. Yes, sir. I will be glad to supply the members 
of the committee with copies of the brief. 

Mr. TiNCHER. We will oe glad to get them. 

Mr. Frankun. It is practically verbatim. 

Mj. Purnell. You stated at the other hearing that you were 
acting throughout this entire transaction as ah agent for the Govern- 
ment? 

Mr. Franklin. Yes, sir. 

Mr. Purnell. Yet you put up the money, you carried on the 
business and you stated before, and I assume from what you have 
stated at this time, that at no time was there any hint or suggestion 
on your part or the Department of Justice, for whom vou acted, 
with reference to any possible loss that might be sustainea t 
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Mr. Franklin. I explained that to you last time. 

Mr. PuRNELL. There is a lot of new stuff on this subject which, to 
my mind, is very important. 

Mr. Fbankun. I will cover that. 

Mr. AswELL. I think it is hardly fair to say that he represented the 
Government. 

Mr. PuBNELL. He said that he did. 

Mr. AswELL. As a matter of fact, the Department of Justice and 
the State Department both asserted he did represent them. 

Mr. PuRNELL. It depends upon what construction you put upon 
these various exhibits. 

Mr. AswELL. In the last contract there they emphatically declared 
that he did represent the Government. 

Mr. WiLUAMS. If there had been a profit would it have gone to 
the Government? 

Mr. PuRNELL. In reply to your suggestion — just a minute — imder 
date of August 2, 1920, the Department of Justice, through Mr. 
Howard Figg, addressed a letter to Mr. Franklin in which he said: 

I do not feel that there is an opportunity for you or the B. H. Howell Co. to lose any 
money on this transaction. 

Mr. AswELL. But they claimed to own the sugar. 

Mr. PuRNELL. But there is the question of the possible loss which 
arises. I am not unfriendly to any just claim that the Government 
owes being paid, but it strikes me tnat it was not the part of a prudent 
business man to enter into such a gigantic transaction without 
somehow or other contemplating a possible loss that might occur. 
The whole thing seems to nave been predicated upon the fact that 
there would be a profit. 

Mr. Jacoway. If you will remember, the representative of the 
Howell Co. said that he did not want to do it, because it would ruin 
his personal business, but after arguing they insisted that he act as 
agent for the Government and he did it. 

Mr. Clarke. Keeping in mind all the time that we were in war. 

Mr. Williams. Was there any war in 1920 ? 

Mr. Clarke. We are still at war. 

Mr. Ten Eyck. You were limited with regard to the profit ? 

Mr. Franklin. Yes, sir. 

Mr. Ten Eyck. They have spoken of agencies. Take the agency 
of insurance, there is a certain Lount of profit agreed upon and thi 
insurance company takes the loss in case of fire. 

Mr. Williams. And takes the profit in case of no fire ? 

Mr. Ten Eyck. No. The company takes a part of the premium 
and the agent takes a certain profit. In this case I have just asked 
the question whether or not he was not limited with regard to the 
profit and he said ''Yes.'' 

Mr. TiNCHER. The law limits him. He was limited to the same 
profit that other sugar dealers were. 

Mr. Frankun. No; we were not. 

Mr. TiNCHER. That is what Mr. Palmer said; that is the only 
authority I have. 

Mr. Clarke. Your profit was 1 cent a pound ? 

Mr. TiNCHER. That is what Mr. Palmer said he limited them all to. 

The Chairman. Mr. Glasgow is here and would like to get away. 

Mr. Frankun. I should like to ask one question, Mr. Chairman. 
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Mr. TiNCHER. I should like to cross-examine the witness, and it 
will take me about two hours, as to some discrepancies between hi& 
statement; it would take at least an hour and a half. 

Mr. Franklin. I will be glad to answer any questions. I should 
like to ask one question, if 1 may, Mr. Chairman. 

The Chairman. Certainly. 

Mr. Frankun. Is the committee going to continue the hearing 
this afternoon or is the comtmittee going to adjourn at 12 o'clock? 

The Chairman. That is for the committee to determine. What 
is the pleasure of the committee ? 

Mr. Glasgow. I am obUged to be at home to-morrow. I will 
submit myself to the committee, but it is impossible for me to remain 
over to-day. 

The Chairman. It seems absolutely fair that we should hear Mr. 
Glasgow to-day. 

Mr. TiNCHER. I want to ask the unanimous consent of the com- 
mittee, if we do hear Mr. Glasgow to-day, to which I have no objection 
at all — it is proper, I think, that we should hear him — that I have the 
right before these hearings close, in an orderly and proper manner, to 
examine Mr. Franklin in order to compare his testimony to-day with 
his former testipiony in this matter for the benefit of the record. 

Mr. Franklin. Ml right, sir. 

The Chairman. Without objection, it will be so ordered. [After 
a pause.] There was no objection. 

We will now hear Mr. Glasgow. 

STATEMENT OF ME. WILLIAM A. GLASGOW, JE., 

PHILADELPHIA, PA. 

Mr. Glasgow. Mr. Chairman and gentlemen of the committee, my 
name is William A. Glasgow, jr., Philadelphia. I am counsel and 
member of the United States Sugar Equalization Board. 

Mr. AswELL. Mr. Chairman, can not the witness be permitted to 
conclude his statement without any interruption so that we may save 
a little time ? 

The Chairman. He may suit his pleasure. 

Mr. Glasgow. I have no objection to interruptions. 

I received your telegram, Mr. Chairman, requesting that I appear 
here to-day. I suppose it was because I am general counsel for the 
United States Sugar Equalization Board. I appeared some weeks 
ago before the Senate Committee on the same (question that is now 
presented to this committee, and at that hearmg there were two 
claims 

The Chairman (interposing) . Permit me to say in that connection 
that the office sent out notices to all who appeared before the com- 
mittee last Congress. In reply to your telegram, which was submitted 
to the committee, it directed me to request you to appear here. 

Mr. Ward. Mr. Chairman, I should like to move that we invite the 
present Attorney General to appear before the committee to-morrow. 

Mr. TiNCHER. I want to oppose that motion for this reason: If the 
proponents of this resolution testify, we do not want to hear the 
Attorney General imtil we can get through with their side of the 
proposition. I think he ought to be notified to appear, but I think 
that we should have the benefit of this testimony before calling for 
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his judgment in this matter. ' I do not think it is fair to him to call 
upon him until the testimony is in. We have a custom in this com- 
mittee, at least all the time since I have been a member of the com- 
mittee, to call on the head of the Department after the other testi- 
mony is in, and to call on the head of the Department of Justice at 
this time would not be fair, I think. 

Mr. AswELL. These hearings will close to-morrow ? 

Mr. TiNCHER. No; they wul not. 

Mr. AswELL. That was the agreement ? 

Mr. TiNCHER. No; there was not any agreement. Mr. Chairman, 
was there any agreement that these hearings should close to-morrow ? 

The Chairman. There was no agreement. 

Mr. TiNCHER. I know of none. 

The Chairman. I have not invited the head of any department to 
appear before the committee. That is for the committee to determine. 
When the committee determines and directs, the chairman will invite 
them, but not on his own motion. 

Mr, Ward. I move that the Attorney General be invited to appear 
before this committee to-morrow. 

Mr. AswELL. I second that motion. 

Mr. TiNCHER. I move, as an amendment to the motion, Mr. Chair- 
man, that the Attorney General be invited to appear before the com- 
mittee at such time as appeals to the chairman, after the hearings 
have proceeded, that it is right and proper to have the Attorney 
General appear before the committee, in accordance with our custom 
and former practice. 

Mr. Sinclair. I second that motion. 

Mr. Ward. When do you suggest that we hear him? 

Mr. TiNCHER. At the proper time, after we hear the testimony. 

Mr. Ward. I want to near him to-morrow. 

Mr. TiNCHER. I expect that Mr. Franklin will be before the com- 
mittee most of to-morrow. I think that we should at least finish 
with him. 

Mr. Ten Eyck. Suppose we have the Attorney General before the 
committee to-morrow night. 

The motion was made dv Mr. Tincher was not agreed to. 

Mr. Williams. I move, Mr. Chairman, that the Attorney General 
be invited to appear before the committee when the proponents of 
this resolution have concluded their case. 

The motion made by Mr. Williams was not agreed to. 

The Chairman. Gentlemen of the committee, the question is now 
on the motion made by Mr. Ward. 

The motion made by Mr. Ward was agreed to. 

Mr. Glasgow. Mr. Chairman, shall I proceed? 

The Chairman. Yes; Mr. Glasgow, you may proceed. 

Mr. Glasgow. Mr. Chairman and gentlemen of the committee, I 
suppose that the reason for requesting my presence here was because 
of my relation with the Government equalization board. A few 
Weeks ago this same question was again before the Senate committee 
for investigation and at that time the DeRonde case was also pre- 
sented. I should like to know whether that claim is also to be pref- 
seuted here, because this is the dnly opportunity I shall have for a 
consideration of the facts, and if it is upon the facts presented at 
that hearing before the Senate committee as to what the claim is, 
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I would endeavor to cover the views of the board with regard to both 
claims at this time. 

Mr. McLaughlin of Michigan. I would suggest, Mr. Chairman, that 
the testimony relating to the claims be kept entirely separate. 

Mr. TiNCHER. I do not think there is any reason why we should have 
one claim presented and not the other. 

Mr. McLaughlin of Michigan. That is not the question. We are 
considering one particular resolution. 

Mr. TiNCHER. It is for this committee to decide upon a general 
policy with regard to the claims. 

Mr. McLaughlin of Michigan. We have a particular matter under 
consideration now and my opinion is that the testimony, pro and con, 
should be directed to that resolution. 

Mr. TiNCHER. I move you, Mr. Chairman, that we hear all the 
sugar claims that are asking to be heard. 

Mr. Jacoway. As a substitute for that motion, Mr. Chairman, I 
move that we hear only the Howell claim. 

Mr. DeRonde. Mr. Chairman, may I say that my name is Frank 
S. DeRonde and that I am vice president of the P. DeRonde & Co. 
(Inc.) , and that we should like to present our case before this com- 
mittee at this time. 

Mr. AswELL. What is your case ? 

Mr. DeRonde. Exactly similar to the one just heard. I think 
that is what Judge Glasgow had in mind. 

Mr. McLaughlin of Michigan. I think it would be very unfor- 
tunate to mix up the testimony relating to one claim with tne testi- 
mony already submitted. This does not mean that anyone will be 
denied an opportunity to present his claim, but to avoid confusion 
and to do this in an orderly way, we ought to take the testimony on 
one claim in this definite proposition by itself. 

Mr. Hays. Mr. Chairman, tne principle upon which we are to pro- 
ceed ought to determine the course of our procedure- If this com- 
mittee is to be a court of claims and each individual claim is to be 
given a separate hearing, then we should consider it as a claims com- 
mittee and not as a legislative committee; but if we are to adopt, as 
I understand, the policy of whether the Government is to recognize 
this class of claims or not, then the examination ought to deal with 
the legislative proposition as to whether we are to legalize these obli- 
gations or not and handle them altogether. I do not see any reason 
for dividing them and starting this committee to work on dealing with 
separate claims. It is the policy that we are considering, and that 
necessarily appHes to the whole bunch of claims alike, and let us dis- 
pose of them. 

Mr. Clarke. I do not so understand at all. It is my understanding 
that we have met here to consider this resolution. No. 78. That is 
the entire purpose of this hearing, and we ought to proceed in an 
orderly way to a decision on this particular resolution. It seems to 
me that we ought to confine ourselves to that. If we go wandering 
into foreign fields, God only knows when we will reach tne end. 

Mr. Jones. If we have a separate hearing on each one of these 
claims we will never get through. 

Mr. TiNCHEB. This gentleman represents the United States Suear 
Equalization Board and has suggested himself that he knows of tnis 
claim and Uiat it would be, perhaps, his last opportunity to appear 
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before the committee; and now to say, '^We will not hear you at 
aU," 

Mr. Glasgow (interposing) . You did not quite catch my position. 
If the committee will hear the two claims, then I will cover tne views 
of the Sugar Equalization Board as to both at this time. If the com- 
mittee is going to confine its investigation at this time, according to 
the suggestion made by some of the members, to the American 
Trading Co. tlaim, then I will confine myself to that, and if the com- 
mittee, at a subsequent time, upon another resolution, wants the 
Sugar Board's representative here upon any claim, that representa- 
tive of the board will come. That is all. 

The substitute motion of Mr. Jacoway to the motion of Mr. Tincher 
was agreed to. 

Mr. GlasgoWw I shall confine myself, Mr. Chairman, to the claim 
presented by this resolution as to the American Trading Co. and 
b. H. Howell, Son & Co., with the request that the Sugar Board 

The Chairman (interposing). Mr. Glasgow, would you favor the 
committee with a statement of the amount of money on hand with 
this board and where it is at the present time. 

Mr. Glasgow. I will, in a moment, sir. I started to — I shall 
confine what I have to say to the resolution now before the com- 
mittee as to the American Trading Co. and B. H. Howell, Son & 
Co., with the request, however, from the Sugar Board, that il at any 
time hereafter the claim should be made to put anything else under 
the Sugar Board, that we have the opportunity of appearmg here and 
presenting our views in protection of the treasury of the Sugar Board. 

Mr. Chairman, I have appeared before this committee before and 
since I have been on the present Sugar Board I have appeared before 
committees of Congress some six or eight times, and I nave no doubt 
that to some of you gentlemen it is a long story and is not very 
interesting, but I want to get in the record exactly what the situation 
is so far as the Sugar Equalization Board is concerned. 

The board was mcorporated under the laws of the State of Dela- 
ware in the fall of 1918 for the purpose of purchasing the sugar crop 
of Cuba for the year 1919 in order to protect the people of the United 
States from speculation or excessive or unreasonable prices for sugar, 
and to assure to them, as far as possible, a reasonable supply and an 
equal and equitable distribution of sugar throughout the year 1919, 
to the 31st of December of that year. 

The sugar crop of Cuba was bought, f. o. b. Cuba, by the board at 
5.50 or 5i cents per pound, the entire crop, in excess of 4,000,000 
tons. At the same time a contract was made with the British com- 
mittee for the procuring of sugar for the allied Governments, by which 
we allowed them to take one-third of the purchase oflF of the hands 
of the Sugar Board at the same price at which we purchased it. 
The price paid of 5.50 at Cuba was arrived at after negotiations of 
months with Cuban representatives in which the Sugar Board took 
part and in which I was engaged as counsel for that -board and as a 
member of it. 

The process of handling the situation was that, first, an investiga- 
tion was made to ascertam what was the price at wholesale at which 
beet sugar produced in the United States could be sold in the United 
States, givmg to the producers and the raisers of the beet a fair and 
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proper profit, encouraging production and enlarging, if possible, the 
production, and yet assuring to the people of the United States the 
sugar at a reasonable price. Without going into the details, that 
was ascertained to be 9 cents per pound wholesale. The same in- 
vestigation was made as to the Louisiana cane producers in the United 
States and that was ascertained to be, with satisfaction to the pro- 
ducers, the same price of 9 cents wholesale. 

Thereupon, the Sugar Board, through the Food Administration, 
established for the year 1919 a price wholesale on refined sugar of not 
exceeding 9 cents a pound, with 2 per cent of discount, making 8.82 
as the wholesale price throughout the year 1919, and it was protected 
during that entire year, as 1 will show hereafter, and the people of 
the United States bought their sugar in the neighborhood of 10 and 
lOi cents retail. 

In order to protect our own producers and increase the volume 
which they would produce, we bought the Cuban sugar at 5.50 and 
agreed to sell to the refiners in the United States at tneir refinery at 
7.28 per pound. We agreed with the refiners that they should have 
a profit for refining of 1.54 cents per pound which, with 7.28 cents,, 
brought the price that the refiners were to sell at at 8.82, which I 
have already mentioned. 

However, in selling the sugar to the refiners at 7.28 cents per 
pound, the Sugar Equalization Board had a margin of a profit on the 
purchase from Cuba at 5.50 of 0.38 of a cent a pound which, if not 
taken by the Sugar Board, would have either gone to the Cuban 
producer or to the speculator in the United States. The Sugar Board 
toQk that 0.38 cent per pound and during the crop of 1919 that 
amounted to $39,000,000. 

The capital of the Sugar Board upon which we acted of ^5^000,000 
was subscribed by the President of the United vStates from the fund 
which you had granted to him, and that was the capital upon which 
we operated. The stock of the Sugar Board is entirely owned by 
the United States Government. So that the Sugar Board held in its. 
possession $39,000,000 of savings to the people of the United State* 
which belonged to the Treasury of the United States. I explained 
to the Sugar Board that that was a very dangerous situation for us 
to be in, naving so much money in the Treasury, and we declared a 
dividend on the $5,000,000 of stock, amounting to $30,000,000,. 
which we returned to the Treasury of the United States, leaving in 
our possession 

Mr. McLaughlin of Michigan. On the $5,000,000 of stock? 

Mr. Glasgow. Yes; leaving in our possession in the neighborhood 
of $9,000,000 which we hold to-day. 

The Chairman. Where is that held ? 

Mr. Glasgow. That is held in United States Treasury certificates,, 
short time certificates, which reallv means that the United States 
has the money, but we have the certificates and in an exigency we can 
call upon the Treasury to return us that money to wind up our 
affairs. We are all anxious, Mr. Chairman, to wind them up, but 
there are several matters that prevent our immediate dissolution and 
winding up; one is one or two suits against us in New York of the 
Fedoral Sugar Refining Co., with which we had difficulty during the 
whole of our experience, and the other is the resolution pending in 
Congress for us to assume the burden of the purchase of sugai in the 
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' Argentine, amounting to 14,000 tons, by the American Trading Co. 
and B. H. Howell, Son & Co. 

Therefore we have reserved about eight or nine million dollars in 
United States certificates in the treasury of our organization, bearing 
the usual rate of interest, which we will dispose of by paying to the 
Treasury of the United States as soon as we have disposed of the suits 
that are pending and the question which is now pending before this 
committee. 

The Chairman. Is the capital stock of $5,000,000 also invested in 
the.se certificates ? 

Mr. Glasgow. Yes; all we have is in certificates, practically, 
except a small working balance. 

Mr. Clarke. What is the total amount involved in those suits 
against you, approximately. 

Mr. Glasgow. I can not tell you exactly. It is probably between 
$1,000,000 and $1,500,000. 
' Mr. AswELL. Would it interrupt you if I asked a question right 
' there? 

Mr. Glasgow. Not at all. 

Mr. AswELL. Why was it that the Sugar Board did not buy this 
Argentine sugar instead of having the Trading Co. do it. 

Mr. Glasgow. Now, Mr. Aswell, that is a long story 

Mr. AswELL. Did you have authority ? 

Ml-. Glasgow. No; we did not. 

Mr. Aswell. When did yoiir authority cease ? 

Mr. Glasgow. Our authority ceased on the 31st of December, 
1919. Confess passed a resolution giving authority but that was 
never exercises, and I was down here several times about it. I wrote 
a letter to the President in August, 1919, urging that authority be 

F'ven to us to purchase the Cuoan crop for 1920, and that failing, 
came down here three or four times before the committees of Con- 
gress u^ing the committees to direct us to purchase. 

The (5LA.IRMAN. Were you limited to the crop of 1919? 

Mr. Glasgow. Yes, sir. 

The Chairman. By the order of the President ? 

Mr. Glasgow. Yes; we had no authority to buy fm-ther than the 
crop of 1919. 

The Chairman. Where did you get your authority to buy the 
1919 crop ? 

Mr. Glasgow. By direction of the President. 

The Chairman. Then you were limited by the President and not 
by any law creating your board. 

Mr. Glasgow. You understand he had all the stock to vote, and we 
were only authorized to purchase that crop. 

The Chairman. After all, it was within the option of the President 
as to whether he should go on or not. 

Mr. Glasgow. Yes, sir; and I think we ought to be perfectly fair, 
Mr. Haugen, because I have no feeling in the matter 

The Chairman. I have no feeling in the matter either, except to 
get the matter straight. 

Mr. Glasgow. If the President in reply to the letter which I 
prepared had directed us to buy that crop of 1920, we would have 
bought it at 6 cents or 6^ cents. If Congress, at our request, had 
passed the resolution directing us to do it, we would have done it. 
Now, sir, I want to say 
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The Chairman (interposing). And the resolution authorized the 
President, or, rather, reminded the President of a certain duty 
that he should perform. 

Mr. Glasgow. I have no interest in who made the failure; it is 
just the fact that if either of the authorities had directed us to do so 
we would have done it; but we did not have the authority and did 
not do it. And after the resolution was passed by Congress, known 
as the McNary bill, the President informed us that he would not 
exercise the authority contained in that bill and we notified him that 
we were ready to begin to wind up our affairs and to liquidate, and we 
had the approval of the President in our doing so. And during the 
year 1919 we were' practically in liquidation. I think that covers it. 

Mr. TiNCHER. Now, let us see if 1 have those dates right, if I have 
them straightened out. Durin^^ the summer of 1919 you did not 
buy the Cuban sugar crop. As I understand it, your power to 
function 

Mr. Glasgow. You have that a little wrong. It had to be 
bought in the fall of 1918 — no; you are right; it had to be bought in 
the fall of 1919. 

Mr. TiNCHER. Now,- then; all during the summer and up to the 
31st day of December there was not any impediment in the way of 
the corporation — I am not going to say in your way, but in the 
way of the corporation — to hmder you from functioning ? 

Mr. Glasgow. We were functioning on the crop of 1919. 

Mr. TiNCHER. And there was nothing to hinder you, except one 
of you — whether you wrote the President the letter or dictated 
the letter, it was signed by the entire board, except one member — 
the entire Sugar Equalization Board \\Tote the President a letter 
in July or August, 1919, asking for directions and recommending 
that you buy the Cuban sugar ? 

Mr. Glasgow. That is correct. 

Mr. TiNCHER. Then the Congress took no action until December? 

Mr. Glasgow. Oh, yes; in October; it considered the matter in 
October. 

Mr. TiNCHER. But it did not take action until December. 

Mr. Glasgow. They considered the matter and had hearings from 
October to December. 

Mr. TiNcnER. But you started in in Julv and August ? 

Mr. Glasgow. In August we wrote the l^resident. 

Mr. TiNCHER. Now, then; if Congress had not stepped in in 
December, as they did, your power to function woidd nave disap- 
peared, by reason of the expiration of the law, as of the 31st of 
December ? 

Mr. Glasgow. I am not prepared to say that; I am not prepared 
to say we could not have functioned, if the President had directed 
us, even without any authority fron Congress. 

Mr. TiNCHER. But we did step in before anyone thought the time 
had expired and passed that resolution? 

Mr. Glasgow. Yes, sir; but after the time I think we could have 
purchased the Cuban crop. 

Mr. TiNCHER. But you had the law at that time; it did not expire 
until the 31st of December? 

Mr. Glasgow. Yes. 
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Mr. AswELL. Is it not true that as early as April of that year the 
President requested Congress for authority to act ? 

Mr. TiNGHER. That question might be interpreted as having a 
political significance. 

Mr. AswELL. I assume what Mr. Tincher has asked has no pohtical 
significance at all. 

Mr. Glasgow. Of course, I have no interest in the political slant 
at all. I have been a Democrat all of my life and am now; but as 
far as the pohtical slant of this question is concerned I do not care 
a cent about it. It comes up to us in this respect, to protect that 
money in our Treasury, to protect the United States Government 
from any claim that is not a proper claim. 

Now, Mr. Chairman, the first 1 heard and the first the board heard 
of the claim of the American Trading Co. was, I think, early in 
December, 1920. And the board considered the matter and came 
to the conclusion at that time, I think under my advice, as the counsel, 
that they could not assume that contract with the American Trading 
Corporation — that thev did not have any authority to do so. We 
were requested to hold a meeting at the offices in New York on the 
27th of December, at which the Attorney General would appear. 
The Attorney General came over there and, with the representatives 
of the American Trading Corporation, he presentea the matter 
pretty fully. 

Mr. PuRNELL. Who made the request for a hearing ? 

Mr. Glasgow. I think it was made by the Ameriqan Trading Cor- 
poration, my recollection is, with the approval of the Attorney 
General. And they both came to that meetmg. The Attorney Gen- 
eral presented the question to the board as to whether, if the President 
directed the board to assiune this contract for the Argentine 14,000 
tons, the board would do it, if it was supported' (the President's 
direction and order) by an opinion of the Attorney General that the 
President had the authority to do so. That is the proposition he put 
up to us. I took the position — I might sa^ in the beginning, however, 
that the board had gotten me to examine the State Department 
records and the Department of Justice records, with regard to this 
claim, and I had reported to them what in my judgment was the 
situation, from the record evidence, as to this claim, and the board 
unanimously come to the conclusion that the claim of the American 
Trading Corporation and B. H. Howell & Co. was an equitable and 
real claim in morals, as far as the United States Treasury was con- 
cerned or the Sugar Equalization Board. But the board divided 
equally upon the proposition of authority to assume that contract, 
even if the President directed them to do so, supported by the opinion 
of the Attorney General that he had the authority to do so. 1 took 
the view, and three others agreed with me, that we had no such 
authority. Four others of the board took the view that if the 
President directed it, supported by the opinion of the Attorney 
General, that they would vote to assume the obligation. 

It got pretty warm, Mr. Chairman, when the counsel of the board 
and the treasurer told the board if they undertook to act on any such 
authority as that that they could take their resignation and carry 
it on as they saw proper. The board, acting on the situation, advised* 
Mr. Palmer that in tneir opinion the President had better not direct 
them to do it, and that fell down. 
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I told the representatives of the American Trading Corporation, 
with the approval of the board, that if they came down to Congress 
and laid the matter before Congress and a resolution was adopted 
directing us to take over this obligation and assume the burden of it, 
that we would gladly undertake it to their relief; but that we could 
not do it without a definite resolution was introduced. 

Now the facts, Mr. Chairman, that persuaded me that this was a 
fair and reasonable and equitable claim, in morals and in right, as 
far as these gentlemen were concerned, were of record. I md not 
have to go to Mr. Franklin or Mr. Howell or Mr. Reed, their counsel, 
or Mr. Armstrong, their counsel, to get the facts. They were of 
record. And I do not think there was any apprehension of the 
slightest kind, when the arrangement was made between Mr. Figg, 
representing the Department of Justice as special Attorney General— 
I do not think there was a conception either on his part or on the part 
of Howell, or the American Trading Corporation — that there was any 
possibility of a loss. If the matter had been carried out promptly, 
from the record I do not believe there would have been any loss; 
if the State Department had gotten the permit from Argentina that 
they assured the Trading Corporation tney would get, at the time 
it was assured, I do not believe there would have been any loss, but 
that the sugar would have come here and been distributed to our 
people at less than the then market price of sugar, without any loss 
to tnem. But there was considerable delay. 

There is another fact, that I do not think from the record there 
is the slightest doubt that the American Trading Corporation thought 
they were the duly authorized purchasing agent of the Department 
of Justice and this Government. 

The Chairma?^. You stated there was considerable delay. What 
was the delay ? 

Mr. Glasgow. There was some delay. My recollection is they 
were advised that the Argentine Government would grant the permit, 
and then I think that wnen the time came the secretary of foreign 
affairs of Argentina, or somebody, said that assurance had been 
given by an undersecretary and they repudiated that. And then 
they had to go all over that again. 

The Chairman. The record shows the first request was made on 
May 13 and the permission was granted July 23; so that there was 
a month and 10 aays. 

Mr. Glasgow. Yes, sir; but there had been assm^arice before that 
that it had been arranged. It fell down, anyhow. 

Mr. Jacoway. As a matter of fact, over two months elapsed. 

Mr. Glasgow. There was some delay. 

The Chairman. It was a month ana 10 days between the date of 
the first request and the granting of the permit. 

Mr. Jacoway. He stated, even before the date you stated, there 
was assurance on the part of the State Department they would get 
the permit. 

Mr. Glasgow. I do not think there is any doubt, Mr. Chairman, 
about this proposition, the fact, as I said 

The Chairman. They made the first purchase May 14, so this 
request was made the aay before they made the first purchase. 

Mr. Glasgow. Mr. Chairman, I do not think there is any doubt 
about this fact, that the American Trading Corporation thought 
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that they were the duly authorized purchasing agents of the Govern- 
ment of the United States; that, while they were furnishing the 
money and while they were limited to a cent profit, that they were 
really representing the Government of the United States. Further, 
I do not think there is any doubt that they thought, I do not think 
there is the slightest doubt that the State Department thought, 
that the Trading Corporation had been constituted the purchasing 
agent of the Government for the purpose of buying that 14,000 tons 
of sugar. 

Mr. PuRNELL. Do you think the Department of Justice concurred 
in that view, too ? 

Mr. Glasgow. And the Department of Justice concurred in that 
view. That is my judgment, for in the telegram or cable to the 
American Embassy at Buenos Aires, on May 13, Mr. Polk, Acting 
Secretary of State, states to our ambassador at Buenos Aires: 

The American Trading Co. has been appointed purchasing agent by the Depart- 
ment of Justice. 

Now, the further fact is that I think the Department of Justice 
finally secured the permit, through the State Department, and that 
the permit for the sugar to come out was not to Howell, or the 
American Trading Corporation, but it was that necessary permission 
be given to the American Trading Corporation, purchasing agent 
for the Department of Justice of the United States of America. 
And that was procured by the Department of Justice, through the 
State Department, for the American Trading Corporation. 

Therefore I say, sir, that the facts of record — I am not talking 
■about what Mr. Figg may have thought and says now, or what any- 
body else may say now, whether Mr. Franklin says now that he was 
or was not the purchasing agent — the facts of record show that in 
good faitb Franklin's company thought they were the duly author- 
ized purchasing agent of the Government; that the State Department 
so thought; that the Department of Justice so thought, and it was so 
represented to the Argentine Government, upon which representa- 
tion they got that Government's permit to get the sugar out. Now, 
that is the fact. * 

The American Trading Corporation went down there and purchased 
the sugar, and it was brought out under that special permit. At that 
time there was a general order of the Argentine Government under 
which any trader in the United States or any other country could 
have gone to Argentina and purchased sugar and shipped it out, up 
to 100,000 tons; that any trader could have gone to Argentina, dur- 
ing this time that I speak of, for 90 days from May 22. For 90 days 
there was an executive order in Argentina under which any trader 
in the United States or any other country could have gone to Argen- 
tina and bought up to 100,000 tons of sugar and shipped it out 
without any complications with any government. 

Mr. Jones. Then what were the reasons for getting these things ? 

Mr. Gi-ASGOW. I will tell you why in a moment; that is just what 
I am leading up to. The American Trading Corporation, as of record 
it appears, was not in the sugar business; it did not go down there 
under that trading license to go down there and export sugar, and it 
did not do so for the reasons that will appear on tne face of the au- 
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thority, because it says — this is the order of the Argentine Govem- 
xaent of May 23, 1920: 

Article 1. Under the conditions hereinbefore set forth and up to the quantity of 
100,000 tons the exportation of sugar is authorized for the period of ninety (90) days. 

Among the Qualifications was this: The petitioner for the license — 
<'* * * shall also submit vouchers in the case showing" (that is 
before he gets his license under this order) '' that he has deposited to 
the order of the Ministry of Hacienda a quantity of refined sugar, 
pilet type '' (that is a dinerent kind of sugar from what is pxu'chased 
Dv this trading company), "equivalent to 30 per cent of each lot. 
All expenses, losses, and wastage or damage shall be for exclusive 
account of the depositor.'' 

What does that mean? If the trader went down there to pur- 
chase sugar for export from Argentina, he would not be permitted 
to buy refined sugar except there should be deposited with the Gov- 
ernment of Argentina 30 per cent of the tonnage he was going to 
export. And me reason for that is shown here: 

Art. 5. The executive po\ver, in the casjB that during the ninety (90) days the 
retail sale price of suo^r in the consuming markets of the Republic should rise above 
that of 4.60 per 10 kilos for granulated white sugar and 5.50 per 10 kilos for refined 
sugar— pilet type — shall deny all further export permits and shall proceed to the 
immediate sale, in the form which he majr consider most convenient, of all the sugar 
deposited to his order by the exporters in guarantee of the stability of the price. 
Should this situation become a fact, the executive power shall allow the depositors 
as sole price that of 4.10 per 10 kilos of the net product resulting at the time the 
guarantee is made effective. 

So you see the trader was only allowed to export provided it he 
bought sugar there he would deposit tonnage with that Government 
equal to 30 per cent of the amount he was going to export; and just 
as soon as the price in Argentina, which would naturalfy be increased 
by the export, by the demand outside — as soon as that got up to 
4.60 for one type and 5.50 for the other, that exportations should 
stop and the sugar deposited, 30 per cent should be put on the market 
to keep the price down below 4.60 or 5.50. 

Now, that was the general plan under which the trader could have 
exported sugar from Argentina. This company did not do that. It 
was a permit granted by the Argentine Government, as far as the 
face of the record goes, to an agency of a Department of the United 
States Government, without a,nj deposit there at all, for a straight 
14,000 tons to be brought out without any regard to what the price 
might be in Argentina by reason of the exportation. 

Mr. TiNCHER. Will you permit a question ? 

Mr. Glasgow. Yes, sir. 

Mr. TiNCHER. If the trader did comply with that, there was not 
any chance for loss; he would sell the 30 per cent at a profit ? 

Mr. Glasgow. It depends on the price in Argentina. 

Mr. TiNCHER. I mean if he bought and deposited there, that was 
fixed on the basis he would have a profit of more than 30 per cent, 
I suppose? 

Mr. Glasgow. In the United States he might, but the 30 per cent 
might have gone below his purchase price. It was a guarantee that 
the price should not go up. 

Mr. PuRNELL. That was one of the chances he took for the per- 
mission of doing business ? 
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Mr. Sinclair. The tendency of all his action would be that the 
price would go up ? 

Mr. Glasgow. Exactly; and then they protected themselves 
against that advance by reason of his exportation by putting this 
30 per cent right back in the market and stopping all exportation as 
soon as it got to 4.60. That was the plan under which they would 
allow the exportation of sugar. As I say, anybody else who bought 
sugar in Argentina, bought it under this 30 per cent deposit; the^e 
was no other way they could export sugar. The American Trading 
Corporation, as I say, did not do so; they were not willing; they 
would not agree to put up that 30 per cent of the tonnage of each lot 
for deposit, and it was through the interpolation, assurance, and 
request of the Government of the United States that they went down 
there and bought that sugar. 

Whether they were agent or not, I do not believe that in law you 
could hold that there was a legal agency binding on the Government 
of the United States; but everybodv who went down there, the 
American Trading Co. and Howell, beliiBved they were; the State 
Department beUeved they were; the Department of Justice believed 
they were, and the Government of Argentina believed it. And upon 
that assurance the permit was granted for the 14,000 tons to come 
out. 

Mr. Ten Eyck. In other words, you think this was a concession 
to the United States Government by the Government of Argentina ? 

Mr. Glasgow. Why, there is no possible doubt of that. The 
record shows it. 

Mr. Chairman, I have no interest in this matter one way or the 
other, except I have a very important interest and one that I have 
observed with great effort on my part to protect the Treasury of this 
country and the money we have there from any individual I do not 
beUeve honestly ought to have it. That is the only interest I have 
in this. But here is that situation, the fact which appears from the 
record: On the 29th day of July, the delay having occurred, Mr. 
Franklin, from the record, appeared to get somewhat alarmed* over 
the situation, from the fact tnat with the announcement throughout 
the United States that sugar was on its way from Argentina, and the 
announcement through all the papers that there was a large amount 
of sugar in Argentina, which would be brought into the United 
States, the market softened and it commenced to drop, and it com- 
menced to drop from a cent, to 2 cents, to 3 cents, to 4 cents, to 5 
cents and a little over of what it had been. 

Mr. PuRNELL. Judge, was it your opinion that was the sole cause 
of that drop ? 

Mr. Glasgow. No, sir; but I think perhaps it was one of the con- 
tributing factors. I do not believe that was the sole reason. 

Mr. PuRNELL. What else contributed to it ? 

Mr. Glasgow. I do not believe that was the sole reason, although 
the department claimed so. 

Mr. PuRNELL. What else contributed to it 1 

Mr. Glasgow. I think it was a fact there was a good deal of sugar 
in this country we did not know of that came out. I think people 
had it that were not saying anything about it, and I think the 
canning season was beginning in July, certainly, in certain districts, 
and they had either to provide it or they could not get it in time, 
and that all helped to reduce the price. 
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Mr. Jacoway. Did you not also find that there was a hoarding 
of sugar in Mexico, called the Mexican cube? 

Mr. Glasgow. I do not* know about that. I think that is one 
of the factors that contributed to reducing the price of sugar. The 

Erice was not an ofiicial price; it was a price that never ought to 
ave been; it was a price, however, based upon the supposed de- 
mand for it. I remember going over to New York one day and 
happened to strike up with a fellow and he and I got in a taxi and 
he said he was either in the candy business or the soft-drink 
business and he had been down to see the American Sugar Refining 
Co. He wanted sugar. He said '^I do not care what the price 
was; it does not make any difference, just so they let me have it," 
and he was passing it on to the American people. Now there is no 
doubt this Argentme situation was one of the factors that aided in 
bringing back a sane situation and reducing the price of sugar, 
which has followed along, when it once got started down, until it 
has gone down to about a normal condition to-day. 

Now on the 29th of July, Franklin — taking the record; I am not 
talking about anything except what the record shows — ^got appre- 
hensive for the first time that he might lose some money, and he 
put it up to Figg, and Figg, even then, said that there was not any 
possibility of his losing any money, in his judgment. And Franklin 
squarely put it up to him — ''if you will let us sell this sugar down 
in Argentina, why we can save ourselves any loss. The demand 
here has gone down and you won't miss it in the United States, and 
let us resell in Argentina and save any possibility of loss.*' 

Mr. PuRNELL. I would like to clear up another thing right there. 
I got the impression from the other hearings that they not only 
wanted to save themselves loss by being permitted to sell in Argen- 
tina, but they expected to make a very large profit. What do you 
know about that ? 

Mr. Glasgow. I do not know. I do not think from the letter it 
does, and that is the only evidence I have — that it was to save 
themselves a loss. 

Mr. Ward. If that sugar had been sold in Argentina, would the 
money that came from that sale have gone into tne Treasury of the 
United States Government, or gone to the American Trading Co. ? 

Mr. Glasgow. I do not think in conscience or decency the Ameri- 
can Trading Corporation or B. H. Howell — I have known Mr. Post 
longer than I have the men of Howiell & Co. and longer than I have 
Mr. Franklin; but from the character of the men I can not imagine 
they would have undertaken to profit in that thing by reselling to 
the Argentine people. 

Mr. Ward. But if it had been sold, would that money have gone 
to them, or gone into the Government Treasury? 

Mr. Glasgow. Yes, it would; at least, Franklin could not have 
decentljr taken it. Where it would have gone, I do not know. But 
it is evident that they say and we believe (I am confining myself to 
the record) the letter says ^^ We believe this could be done''; that is. 
the sale to Argentina, ^'without loss.'' That is their proposition. 
Now, he put that up to Mr. Figg. Mr. Figg took it up with the 
Department of State. The Department of State took it up with our 
emoassy in Buenos Aires. Tne embassy in Buenos Aires said it 
would lead to all kinds of trouble if that sugar was resold in Argen- 
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tina. Reading between the lines, I take it that the Government of 
the United States had gotten permission as a concession to it to get 
sugar from the Argentine Government for the protection of the 
citizens here; and to turn around and resell it in Argentina for the 
cost we paid them, plus our expenses, in order to come out whole, 
they said would create all kinds of trouble in Argentina. And the 
State Department advised that it should not be done under any 
circumstances. And then Figg wrote to Mr. Franklin and told him 
he could not do it, and they aid not do it, and then the loss came. 

Now, gentlemen, I admit that there is no claim that these men 
could make, so far as I can see, before the Court of Claims. I am in 
a position to say that. You asked Mr. Franklin if any claim had been 
made to the Court of Claims. He and his counsel are in no position 
to say they have no claim they can assert in the Court of Claims, 
because I think they ought to protect themselves there if they can, 
but I do not believe they can. 1 do not believe in law they have any 
claim they can assert, as a legal proposition, a demand they can assert, 
upon the Government of the United States. I think the only thing 
they can do is to come here before you genttemen, a committee oi 
Congress, and throw themselves upon your mercy, and ask you to 
determine whether or not, when this thing was done in good faith, 
when it was done at a time of exigency, as it was claimed, when it 
was done at the request of the Department of Justice, aided by the 
Department of State, acquiesced in by the Argentine Government 
because they represented one of our departments as agents of the 
United States Government, whether thejr ought to be permitted to 
lose the money they would not have lost if they had been permitted 
to resell in Argentina as thev requested. 

The Sugar Equalization Board, which I represent, feel that it is 
due to these gentlemen that they should come here and say to you 
that after an investigation which they have made and the conclusion 
which they have reached, which they did not desire to reach because 
it takes money out of our Treasury that we do not want to pay out, 
they have reached the conclusion that, as between man and man, 
between the Government and its citizen, in morality and in right, 
that these men ought to be protected. I am one of those, Mr. Chair- 
man, who believes that the same rule of morality ought to control 
a government as controls individuals. I believe the Ten Command- 
ments apply as much to governmental action as they do to individual 
action, although it is not enforceable; and I believe that '^honesty 
is the best policy'' applies to a government jlist as well as to an indi- 
vidual. And I therefore am here in behalf of the Sugar Equalization 
Board to say that, after investigation by them and of their counsel, 
as far as they could go to arrive at the right of this, they are impelled 
to come here and say that in justice and right they believe their 
iellow citizens have not been dealt with as they should have been by 
their Government, and that the Sugar Board are willing to carry out 
this contract and take the loss and distribute it over the whole people 
of the United States rather than to visit it upon two or three of the 
<jitizens. 

Mr. AswELL. May I ask you a question to clear up one point, 
before you leave? 

Mr. Glasgow. Yes. 
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Mr. AswELL. Is it true that the Department of Justice and the 
State Department both went into this proposition and had the 
Trading Co. go into it with the purpose of supplying sugar and 
reducing the price in this country ? 

Mr. Glasgow. That is undoubtedly true and the only excuse for it. 

Mr. AswELL. Is it not also true that in a large degree that did 
succeed in doing that ? 

Mr. Glasgow. I think it contributed; I think it contributed really 
to the reduction m the price of sugar in this country. I would not 
like to say it was the factor that controlled it, nor would I Uke to 
say it was the dominating factor, but I think it was one of the factors 
that brought our people around to a sense that the whole world was 
not artificial and there was sugar in Argentina that could be brought 
here at prices less than they were being charged. 

Mr. TiNCHER. You have cited as one of the reasons for the attitude 
you took in this matter that on the 29th of July Mr. Franklin asked 
lor a permit to sell the sugar in Argentina, and you have mentioned 
the fact that the answer from the Department of State was that that 
would not be in accordance with good faith between the two nations. 
Is it not true that between the 29th of July and the 12th of August, 
in the handling of that matter back and forth between the company 
and the Government, that the Government did, by written permit, 
authorize the companies to resell the sugar, so far as they were con- 
cemed, in Argentina ? 

Mr. Glasgow. I never heard of it. 

Mr. TiNCHER. You heard Mr. Franklin's testimony this morning? 

Mr. Glasgow. Yes, sir. I never heard of that. 

Mr. TiNCHER. Mr. Franklin read something — ^I can not carry it all 
in my mind — ^from this Government to them, where they toot it up 
with Argentina, dated the 12th day of August. 

Mr. Glasgow. That was right here. Everything he read was right 
here, and August 12 was tne cable from Secretary Colby. Even 
after the Argentine Government had declined to permit the sugar to 
be resold there, on August 12 Secretary Colby again attempted to 
cable to our ambassador to say to them — 

* * * that this Government desireg to state again its appreciation of its favor [of 
the Argentine Government's favor] in permitting the export of sugar to relieve neces- 
sities in this country, and that since the situation in the United States has been 
remedied in large measure through the coiul^eous act of the Argentine Government, 
and at the same time the market in Argentine appears to be suffering from a sugar 
shortage, this Government — 

Look how the Secretary of State talks about it — 

* * * woidd be glad to resell to the Argentine Government, if it so desires, or on 
the market imder its supervision, such quantities of sugar which have not already 
been exported to the Umted States; that the sugar is offered at 16 cents United States 
currency and amounts to 4,383 tons. You may explain to the Aiigentine Govern- 
ment, if you think it advisable, that the stated price is placed somewhat above the 
purchase price in order to cover expenditures incidental to its handling, purchase, 
and storage. 

That was the 12th of August. 

Mr. TiNCHER. That is the action of our Government so far as it is 
concerned, so far as our own Government is concerned, but by the 
12th of August the companies had the right to sell it; all they had 
to do then was to arrange with the Argentine Government ? 

Mr. Glasgow. Oh, no; they could not do that without the Argen- 
tine Government's consent. 
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Mr. TmcHER. I do not mean that they could sell it, because the 
Argentine Government would not let them sell it, but I mean in so 
far as our Government is concerned, Mr. Bainbridge Colby, on the 
12th of August, recommended that they could. 

Mr. Glasgow. But he would not let them sell it unless the Argen- 
tine Government consented to it. 

Mr. TiNCHER. He consented, but he could not get the Argentine 
Government to consent. 

Mr. Glasgow. Suppose they had gone down there — Colby did go 
down there and ask the Argentine Government to take it off their 
hands — but suppose Franklin had said, "You have asked; now sup- 
pose you get out of the way and let me sell it." They would have 
said, "No; you can not do it imless Argentina says so." 

Mr. TiNCHER. I understand that, but I am talking about the 
action on the part of this Government. He did not make the request 
until the 29th of July for action on the part of this Government to 
negotiate, did he ? 

Mr. Glasgow. Yes. 

Mr. TiNCHER. He got full rights to export on the 29th of June ? 

Mr. Glasgow. Yes. 

Mr. TiNCHER. On the 29th of July he asked the Department of 
State here for permission to sell in Argentina and, so far as the 
Department of State was concerned, it rested upon the acquiescence 
of the Argentine Government. He had their full authority, quoting 
his own figures as to price, etc., as early as the 12th day of August. 

Mr. Glasgow. No; I think you are mistaken about that, and I 
think I can show you our Secretary of State did not say to Franklin 
'^You can go on and sell this sugar." They said to Franklin, ''If 
we can get the consent of the Argentine Government, you can then 
sell it, but if we do not get it you can not sell it." 

Mr. Tn^CHER. They could not sell it anyhow, whether thdy said 
so or not, without the consent of the Argentine Government and the 
Argentine people, I suppose. But they do not seem to be handi- 
capped, whether you call it a handicap or not; they do not seem to 
have any constitutional provision in Argentina prohibiting the law- 
making bodies from enforcing the rule against exporting. 

Mr. Glasgow. That may be, and I thmk they could nave sold at 
a price in Argentina. If they had undertaken to go in and sell below 
what was then the market in Argentina, I thinK they could have 
done it. But I think if they did do so, our Government here would 
have felt they were precipitating a very serious difficulty with 
Argentina and were doing what they righteously ought not to have 
done. That is my judgment on this record. 

Mr. TiNCHER. Wnere do you suppose Colby got the figure of 16 
cents ? 

Mr. Glasgow. I suppose Colby got the figure of 16 cents from the 
Trading Co. and Howell, as to the cost. 

Mr. TiNCHER. And the 4,383 tons ? 

Mr. Glasgow. I take it that he got it from them and it was 
probably between the 2d of August, when they were first declined a 
permit to sell down there, and the 12th of August, that boats loaded 
the difference between the 4,000 — that amount mentioned by Colby — 
and what they had purchased. I do not know that to be the fact. 

Mr. PuRNELL. I want to clear up a point if Mr. Tincher is through. 
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Perhaps you answered it, but it was not just clear to me. There was- 
a 90-aay period during which time anybody could buy sugar in the^ 
Argentine for export imder certain conditions which you have 
detailed ? 

Mr, Glasgow. Running from May 23, for 90 days. 

Mr. PuRNELL. Did you state that there was existing at that time 
some reason why the American Trading Co. could not have bought 
sugar under those conditions ? 

Mr. Glasgow. They had pilet sugar and they did not desire to buy 
any pilet sugar and make a deposit of 30 per cent of it down there. 
I suppose their reason was they were limited in their profit to' a cent 
a pound and if they had to go and put up 30 per cent more of cash 
to buy sugar to deposit there, it would probably have cut them down 
very materially. 

Mr. PuRNELL. Then if thev wanted to go into the sugar business 
in the Argentine, either on tneir own hooK or as a representative of 
the Government, the only way they could do it was to follow the 
course which they did follow, namely, through the Department of 
Justice and the Department of State ? 

Mr. Glasgow. That is true, under a special permit. 

Mr. Ten Eyck. Referring to Secretary Colby's telegram to the 
Government of Argentina, I understand in that telegram that he 
asked not to have the sugar of the Trading Co. sold there, but he 
offers to sell sugar for the United States Government, from which it- 
looks as if the United States Government owned that si:^ar itself. 

Mr. Glasgow. That is the only sugar the United States Govern- 
ment was connected with — this sugar of the American Trading Co. 

Mr. Ten Eyck. But he specifically states that the United States^ 
Government wishes to sell its sugar, rather than the sugar of any one 
else. 

Mr. Glasgow. Exactly, sir. 

The Chairman. Judge Glasgow, if the Government was instru- 
mental in depressing the price, bringing down the price, resulting itt 
a loss to others, womd not the Government also be under obligations- 
to others to make their loss good ? 

Mr. Glasgow. Please state that again; I did not catch that. 

The Chairman. I said if the Government was instrumental in 
forcing the price down, resulting in a loss to others, would not the 
Government be imder much more obligation to those people to 
reimburse those people than to these people? 

Mr. Glasgow. Mr. Chairman, that sugar was selling at 24, 25, or* 
26 cents. I do not think that the United States Government or any 
officer of the Government would be liable for reducing that price by 
any method they could, short of felony. 

The Chairman. You are aware of the fact that it nearly bankrupted 
many of our people, many of our merchants? 

Mr. Glasgow. The sugar business ? 

The Chairman. Absolutely. Many of them bought their sugar at 
24 and 25 cents. 

Mr. Glasgow. Mr. Chairman, if you will permit me to say so — 
and I know something about that situation— the reason those lelloijvs 
did it was that they expected to make a killing on it. 

The Chairman. Oh, they bought it to supply the trade. 
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Mr. Glasgow. Their thought was not purely altruistic; it was 
because they thought that sugar was going on up. I thought so 
myself; I thought sugar would reach 35 cents. 

The Chairman. I am speaking of the merchant. 

Mr. Glasgow. Hoover told me he thought it would go to 50 cents 
and I said, ''No; I do not think it will go beyond 35 cents. '' 

Mr. PuRNELL. Your statement that they expected to make a 
killing could hardly apply to the small commission man out in the 
Middle West, for instance. 

Mr. Glasgow. No. 

Mr. PuRNELL. He had to supply the trade. 

Mr. Glasgow. That may be, Mr. Purnell. 

Mr. Purnell. And they suffered. 

Mr. Glasgow. Yes, tliey did, but they overbought, too; they 
bought sugar and gave orders for more than they would ordinarily 
use because they thought if they gave a big order they would get a 
part. 

Mr. Sinclair. Was not that a fact, that they were only getting a 
part of their order? 

Mr. Glasgow. Yes, sir. Then when the drop came along, when the 
price dropped, why the people who sold to them said, ''We have 
firm contracts against you.'' That is where the whole trouble 
has come; the whole thing is on an artificial basis. Mr. Purnell, I 
do not think you can compare that situation with this situation at 
all. 

Mr. Purnell. It is not comparable with this situation 

Mr. Glasgow. No. 

Mr. Purnell (continuing). But nevertheless it negatives your 
proposition that no loss was sustained by those men. 

Mr. Glasgow. Oh, no; I do not think that. I do not think no loss 
was sustained, because my heart has been grieved by the loss of a 
great many people. 

Mr. Purnell. I have in mind a number of wholesale men in mjr 
section of the country who in good faith bought large quantities of 
sugar, not, as I believe, for the purpose of making a killing, but for the 
purpose of supplying legitimate trade, and who actually lost money. 

Mr. Glasgow. Yes; that is true. 

Mr. AswELL. They did not do it from the direction of the Govern- 
ment. 

Mr. Glasgow. You can take those ramifications further. Take a 
hardware company; those fellows bought enormous stocks of hard- 
ware, thinking there was no end to this advance in prices, thinking- 
the prosperity of this country was beyond question. I kept on telling 
them to sail close to shore. What is the result? When the 1st 
of January came, those fellows showed in fact an enormous loss, 
because their inventory value on the 1st of January had gone down 
helow the price at which they bouj^ht. Now, of course, you can take 
those ramifications all the way along. I do not believe that the 
Government, of course, for a minute could undertake to go in and 
remedy that kind of a situation. 

The Chairman. Do you consider the purchase of 250 sacks of sugar 
by a country merchant excessive ? 

Mr. Glasgow. It depends on his business entirely. 

The Chairman. I mean the average run of business. It is nothing; 
uncommon. 
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Mr. Glasgow. I can not tell about that; I know I have been sailing 
pretty close to shore. 

The Chairman. Now, if he purchased 250 sacks of sugar and the 
price dropped 10 cents, his loss is $2,500 ? ^ 

Mr. Glasgow. Yes, sir. 

The Chairman, And that is enough to bankrupt many merchants ! 

Mr. Glasgow. I think it is. 

The Chairman. I have knowledge of a number of case^. Now, shall 
it ,be said to those merchants that lost more than one and two years' 

?rofit, or nearly all they had, that they should not be reimbursed? 
hen, where the Government seems to be responsible for their losses, 
and in the other instance that they who went into the business of 
forcing the price of sugar down at the expense of others, and to make 
money, that they shomd be reimbursed for losses incurred. 

Mr. AswELL. What are you going to say to the consumer, who 
benefited by that thing ? 

The Chairman. I say if you are going into this business of reim- 
bursing losses, treat them all alike. 

Mr. Glasgow. I can show you a good many things that I do not 
think are right. For instance, I can show you that Congress passed 
an act, known as the income-tax act, where if I made so much money 
practicing law, and working like a dog, and my friend here got the 
same amount of money in bonds that he inherited and never did 
a lick of work for it, that you charged me 8 per cent more than you 
did him. Now, that is not right. 

The Chairman. Let me suggest that if we allow this claim, and a 
number of similar claims, we will have to increase that income tax. 

Mr. Glasgow. Let me ask you another thing, that you do not 
allow others until I get a chance to tell you whether the Treasury 
ought in honesty have to pay them. 

Mr. Clarke. Do you not think if you have a profit still outstanding 
that you turned back into the Treasury of $90,000,000, that it should 
be distributed only upon your O. K. ? 

Mr. Glasgow. We are not going to pay it out until we are directed 
to under an act of Congress. 

The Chairman. If tne money is left there, there will be plenty of 
them claiming it. 

Mr. Glasgow. And let me ask you another thing, if you gentlemen 
pass any other claim — ^it has been a long time since this transaction 
and any claims ought to have appeared a long time ago — ^but if you 
pass any other do not leave any discretion with the board if you want 
it paid; because I have told you the board will never pay out a cent 
other than this claim as long as it is not directed absolutely to do it 
by Congress. 

Mr. Ten Eyck. This statement of so much sugar that was in stor- 
age and such big losses on that sugar, where was that sugar when I 
was restricted to 2 pounds every two or three days ? If there was so 
much sugar in the country, why was I restricted to the actual pur- 
chase — I mean my family was restricted — of a couple of pounds every 
two or three days ? 

Mr. Glasgow. Well, there was a great deal of it being used in soft 
drinks and candy and stored for that use to keep them going; there 
was a great deal of it hoarded in the pantries of the country other 
than yours and other than mine. You did not buy it and hoard it; 
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you took your chances with the people of the United States, like I did. 
And you ate com bread, and God knows it is no burden to me to eat it. 

Mr. Jacoway. And to nobody else. 

Mr. Glasgow. I would rather have it than any other kind. You 
did what was necessary, but there were millions of people in these 
United States that did not do Ihat, and they had in their pantries 
sugar that we did not know anything about and that you did not 
know anything about. 

Mr. TiNCHEB. As I understand you, you favor honesty in the Gov- 
ernment, and you consider it is the proper thing for this Government 
to pay a claim whether it is a legal claim that could be sued upon and 
recovered in court or not, if as a fact it is based on honesty and a 
moral obligation ? ^ 

Mr. Glasgow. I do, indeed. 

Mr. TmcHER. And you think, as a policy for this committee, that 
where the Government by an overt act is directly responsible for a 
financial loss, that we should do what in effect amounts to appropri- 
ating money out of the Federal Treasury to pay those losses ? 

Mr. Glasgow. I would not quite state it like you state it, Mr. 
Tincher. I would rather state it like I have already stated it on the 
record. 

Mr. Tincher. I imderstand. 

Mr. Glasgow. That where there had been a policy of the Govern- 
ment consistently carried out, as this was, and these people were 
taken into the situation beheving that they were agents, and with 
the departments believing that they were the agents of the Govern- 
ment, and with the Argentine Government believing that th^ were 
the agents of the Government, and that then, when they conn^onted 
the loss, thev appealed to their own Government to allow them to 
save themselves and they declined, then I say in morality the Gov- 
ernment ought to save them in this connection. 

I want you gentlemen to let me file with you this general order of 
Argentina, under which other traders could ship, and I would hke to 
have it printed with my testimony in this case, because it is the only 
copy I have, and I want to preserve a copy of it. 

Thank you, Mr. Glasgow. 

(The order referred to is as follows:) 

ACTS OF THE EXBCUTTVE POWER, MINISTRY OF HACIENDA. PERMISSION FOR EXPORTA- 
TION OP 100,000 TONS OF SUGAR. 

BuENOs Aires, 

May 22, 1920. 
Exp. 2249-H-920-D No. 7. 

The ExecutLve power of the nation, in general agreement with the ministers, 
decrees: 

Article 1. Under the conditions hereinafter set forth and up to the quantity of 
100,000 tons, the exportation of sugar is authorized for the perioa of 90 days. 

Art. 2. Every exporter shall address himself to the Ministry of Hacienda, soliciting 
the respective permission, which shall be accompanied by a detailed note giving 
quantity, class, and location of the product which it is proposed to export. 

Art. 3. The permit shall only be granted when verification of the conditions set 
forth by the petitioner has been made by the offices of the Internal Revenue Depart- 
ment. 

Art. 4. The petitioner shall also submit vouchers in the case showing that he has 
deposited to the order of the Ministry of Hacienda a quantity of refined sugar — pilot 
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type — equivalent to 30 per cent of each lot. All expenses, losses, and wastage or 
damage shall be for excliusive account of the depositor. 

Art. 5. The Executive power, in the case that during the 90 days the retail sale 
price of sugar in the consuming markets of the Republic should nse above that of 
4.60 per 10 kilos for granulated white sugar and 5.50 per 10 kilos for refined sugar — pilot 
type — shall deny all further export permits and shall proceed to the immediate salC: 
in the form which he may consider most convenient, of all the sugar deposited to his 
order by the exporters in guarantee of the stability of the price. Should this situation 
become a fact, the Executive power shall allow the depositors as sale price that of 
4.10 per 10 kilos of the net product resulting at the time the guaranty is made effective. 

Art. 6. The exportation of sugar shall be subject to all the dispositions and custom- 
house duties in force in alccordance with the respective laws ana regulations. 

Art. 7. If during the 90 days fixed the quotations should not rise above that of the 
prices fixed in article 4, the exporters may dispose freely of the lots deposited as 
guarantv. Likewise during the course of the 90 dstys the Ministry of Hacienda may 
jpermit the exchange of any one lot for another of the same quality and quantity, when 
verification has been made by the respective offices. 

Art. 8. To be communicated, published, etc. * 

Irigoybn. Julio Morbno. 

D. E. Salabbrry. Alfredo Demarchi. 

R. Gomez. P. Torello. 

J. S. Salines. H. Pueyrredon. 

Mr. TiNCHER. Now, I want to see if I understand you. You would 
not be in favor of the Government's payment of this one obligation 
and stopping at that if they have other moral obligations, would 
you? 

Mr. Glasgow. If it comes up to my conception of what is a real 
moral obligation, I am in favor of paymg it. 

Mr. TiNCHER. Don't you think the Government is morally indebted 
to the man who, by their direct and overt act, they deprived of his 
property ? 

Mr. Glasgow. That is too general a proposition for me to answer. 
If you have any facts that you can present, I believe I can pass upon 
whether that is a moral ooU^ation up to the standard where I am 
willing to assume my part of the burden of paying; but I can not 
answer in generalities. 

Mr. McCa^ughlin of Michigan. If Judge Glasgow has concluded, I 
would like to ask Mr. Franklin one question. After we concluded 
our hearings in the last Congress it was brought out that your com- 
pany had been buying sugar in Argentina oef ore there was any 
arrangement or any talk of arrangement or meeting by or between 
you and the State Department; that your company had that sugar 
on hand and that it entered into and was a part of the sugar that we 
have been talking about in your hands in Argentina after your meet- 
ing with and your arrangement with the Department of Justice and 
the Department of State. What do you say about that ? 

Mr. Franklfn. The only sugar that the American Trading Co. has 
ever bought in Argentina was bought on the dates that I mentioned 
this morning, which was after we received instruction from the De- 
partment of Justice to buy. We had no options on sugar and had 
nothing to do with the sugar before that time in the Argentine, and 
we bought no sugar after the date which I told you this morning we 
concluded the purchase of sugar in the Argentine. 

Mr. McLaughlin of Michigan. That is 3l. 

The Chairman. You said the first purchase was made May 14 \ 

Mr. Franklin. Yes, sir. 

The Chairman. Then on May 15, 18, and 22? 

Mr. Franklin. Yes, sir. 
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The Gbaibman. How did you succeed in buying that large amount ? 
Who did you buy from ? 

Mr. Franklin. I can give you copies of the certified contracts; 
put them right in. 

The Chairman. Were they bought in large or small lots ? 

Mr. Franklin. Some of them were. Most of them were bought 
in large lots, two to three thousand tons at a time. 

The Chairman. But they were bought through no one that you 
had connection with ? 

Mr. Frankun. No, sir. 

(Thereupon, at 1.21 p. m., the committee adjourned until Thurs- 
day morning at 10 o'clock.) 
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Mr. Ward, Mr. Pumell, Mr. Voigt, Mr. McLaughlin of Nebraska, 
Mr. Riddick, Mi-. Tincher, Mr. Williams, Mr. Snclair, Mr. Hays, 
Mr. Thompson, Mr. Gemerd, Mr. Clague, Mr. Clarke, Mr. Jacoway, 
Mr. Aswelj, Mr. Kincheloe, Mr. Jones, and Mr. Ten Eyck. 

The Chairman. We will be pleased to hear from you, Mr. Wiley. 

STATEMENT OF MR. JOHN C. WILET, SECRETARY OP EM- 
BASSY, UNITED STATES DIPLOMATIC SERVICE. 

Mr. Wiley. I might explain, Mr. Chairman, I was in Buenos Aires 
from May 10 until August 4, so what I say only covers that period. 

Mr. AswEix. 1920. 

Mr. Wiley. Yes; 1920. 

Mr. Ward. I would like to ask you a few questions. Did the 
American Embassy recognize or know of any other Ajnerican firm 
acting for the Government in the purchase of Argentine sugar ? 

Mr. Wiley. No, sir. 

Mr. Ward. Were you familiar with a decree issued by the Argentine 
Government on May 22 or May 23, allowing the exportation of sugar 
from the Argentine upon the condition that the exporter deposit 
30 per cent of a certain kind of sugar known as Pilet * 

Mr. Wiley. Yes. 

Mr. WxiRD. Was this decree applicable to all exporters ? 

Mr. Wiley. Yes; to Uruguay and Chilean exporters, and I think 
there were some Bolivian exporters, and there were certain exporters 
who, I think, planned to send sugar to the United States on that. 

Mr. Ward. Was this decree issued by the Argentine Government 
at the request of the American Embassy ? 

Mr. Wiley. No; it came as a great surprise to us. 

Mr. Pltinell. I did not catch that answer. 

Mr. Wiley. That decree for 100,000 tons came as quite a surprise 
to the embassy. It tended to make our work more difficult. 
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Mr. Ward. Was not the only license issued by the Argentine at 
the request of the American Embassy, the license issued on June 23, 
1920, to the American Trading C5o. as purchasing agent for the Depart- 
ment of Justice ? 

Mr. Wiley. Yes. 

Mr. Ward. Were you familiar with the request or the eflForts of 
the American Trading Co. to resell in the Argentine the su^ar pur- 
chased by them as purchasing agent for the Department of Justice ? 

Mr. Wiley. I believe that there has been introduced here as one* 
of the exhibits a copy of a cable I sent on the subject, which urged 
that that sugar should not be sold there; but I might add that the 
American Trading Co., so far as I know, was making no effort to sell 
the sugar at that time. I merely wished to prevent such an effort 
bemg made. 

Mr. AswELL. Why? 

Mr. Ward. Was the American Trading Co. prevented from sell- 
ing this sugar because of diplomatic reasons ? 

Mr. As WELL. I want to ask him why he objected to their selling 

it? "... 

Mr, Wiley. Well, there was a very clear cut situation there evi- 
denced by the press and by the feeling of the country, and at that 
time, so far as the embassy knew, the sugar was urgently needed in 
the United States. We worked very hard to get the permit to ship 
this sugar to the United States, ana naturally, we wanted it to go, 
and we had done all this as an antiprofiteering measure, and to re- 
sell the sugar at a profit in Argentina would certainly be profiteering 
at the expense of the people of that Government, and would have cre- 
ated a very unfortunate impression, at least. 

Mi*. AswELL. Was your objection based in part upon vour pride in 
the embassy; that is to say, you were proud of the fact you had 
succeeded in securing that permit and you rather resented the idea 
of changing it. Was that one of the motives ? 

Mr. Wiley. No; I do not think there was any pride connected 
with it. 

Mr. Clarke. It was more a question of good faith in your repre- 
sentations to the Argentine Government. 

Mr. Wiley. Yes; we had made these representations very ener- 
getically there and on a high plane. It was to prevent profiteering 
here; it was to do a great public good here, and to turn around, on 
the strength of all those representations and sell the sugar at a profit 
in Argentma, would not have been living up to our own representa- 
tions. 

Mr. AswELL. Suppose they had sold it without a profit, then 
what? 

Mr. WiLET. That might have been a very good thing to have done 
later but this was fairly early in the game. 

Mr. Sinclair. I understood the pnce quoted would not give any 
profit to those who had bought the sugar. 

Mr. Wiley. I think you are referring now to something that 
came after my period there. 

Mr. Sinclair. Well, perhaps so. 

Mr. Wiley. You see I left on August 4 to take charge in Vene- 
zuela. 

Mr. Sinclair. I think the hearing has developed the fact that the 
price asked was only about 1 cent, or perhaps less than 1 cent profit. 
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Mr. Wiley. I was leaving Argentina on August 4. 

Mr. Jones. You indicate in your answer tnat these people were 
acting for the United States Government or as purchasing agents for 
the Xiiited States Government. They purchased the sugar just like 
a lot of these other companies^ did they not ? The Government was 
doing them a courtesy, but they were furnishing the money and 
doing the trading, and you were simply making it possible for them to 
do the trading, were you not ? 

Mr. Wiley. So far as I know, they were furnishing their own 
money but I knew nothing more than my instructions. 

Mr. AswELL. Did you understand they represented the American 
Government. 

Mr. Wiley. Yes; as purchasing agents of the Department of 
Justice. 

Mr. Jones. You understood they were furnishing their own money. 

Mr. Wiley. I understood that from the local representative there. 

Mr. Jones. And you understood that the only way they could 
deal, in the manner they did, was for the United States Government 
to get them permission to deal. 

Mr. Aswei-l. Oh, no; it was brought out yesterday here tliat they 
could have bought sugar without any connection with the United 
States. 

Mr. Jones. But I say, *^in the manner they did.'' The only way 
they could do it in the manner they did and bring all the sugar they 
bought into this country, was for the departments of the UniteS 
States Government to get permission for them to do so; is not that 
right? 

Mr. Wiley. The embassy got permission for them to export as 
agents of the Government. 

Mr. Aswell. When you had tried to get that permission, had it 
not been that you thought they were representing the Government ? 

Mr. Wiley. I would not have dared taken action or have been 
authorize4 to take any action at aU. 

Mr. Jones. If the departments here had requested you to get 
permission for them to deal, you would have done so, just the same, 
on the request of the departments here ? 

Mr. Wiley. I would nave tried to do so, but I am quite sure I 
would not have been able to. 

Mr. Jones. In other words, the Government was going about 
securing this permission in the only way it felt it could secure the 
permission. 

Mr. Wiley. That is what I should say. 

Mr. Jones. All the time expecting that these people would do their 
own trading, as it later developed. 

Mr. AsWELL. And the only way they could secure this permission 
was to rwresent them as being purchasing agents of the Government. 

Mr. Wiley. As purchasing agents of the Government. There is 
one thing 1 ought to make clear and that is my knowledge of this 
affair goes only so far as the instructions I received, and I was a very 
long ways ft-om Washington. 

Mr. Clarke. He would not have any information about the situa- 
tion here. 

Mr. Jones. Did you think at the time that the Government was 
going to furnish the money or stand the losses in this transaction i 
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Mr. Wiley. 1 understood from Mr. Sullivan that the noioney was 
being furnished from New York on private credits, but that was not 
anything for me to think about. 

Mr. Jones. All vou did was to obcv instructions. « 

Mr. Wiley. I followed instructions. 

Mr. Jones. And you would have obeyed instructions no matter 
what those instructions would have been, as far as you could. 

Mr. Wiley. Certainlv. 

Mr. Jones. And as a matter of fact, you simply aided in securing 
permission for these people to do their own trading under conditions 
which the State Department and the Department of Justice wanted 
them to be done. 

Mr. Wiley. I would not quite put it that way. I secured the per- , 
mission — or rather the embassy secured t&e permission — quite 
definitely. 

Mr. Jones. You secured that permission 

Mr. Wiley. We got the permission. 

Mr. Jones. And several other companies, or at least some other 
company, along about that same period of time brought some sugar 
into this countrv from Argentina ? 

Mr. Wiley. I should say, without doubt, they were doing it with 
the hope of private gain. 

Mr. Jones. That is not the question I asked you. I said they did 
it, did they not ? 

Mr. Wiley. 1 should say very probably they did. 

Mr. Jones. And they had to sell that sugar when they got it here 
under the same regulations that the American Trading Co. had to 
sell it; under rules and regulations laid down by the Sugar Equaliza- 
tion Board. 

Mr. Wiley. The Sugar Equalization Board, so far as I remember, 
did not appear in any of the correspondence. It was a question of 
the Department of Justice supervising this matter. 

Mr. Jones. But, as a matter of fact, the other companies who 
imported sugar from Argentina had to sell here imder the same 
regulations and under the same rules of profit and otherwise that the 
American Trading Co. had to sell under, did they not? 

Mr. Wiley. I do not know about that at all. 

Mr. Clarke. He would not have any information about conditions 
here. 

Mr. Wiley. No, sir. 

Mr. Jones. And you have made no further investigation of these 
claims except as to what you had done down there. 

Mr. Wiley. I am speaking entirely from memory covering the 
short period of time wnen I was down there. 

Mr. Jones. The American Trading Co. did not have to pay any 
more for this sugar than the other companies who purchased sugar ? 
They simply purchased it on the market down there. 

Mr. Wiley. They purchased it on the market, yes, with their own 
agents. 

Mr. Jones. And they had the added, advantage over the other 
coinpanies of not having to deposit this 30 per cent, did they not \ 

Mr. Wiley. As I remember, there was no deposit made. 

Mr. Jones. So, as a matter of fact, the American Trading Co. 
had the same facilities of the market down there that the other com* 
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panies had, with the added advantage secured by the State Depart- 
iment and the Department of Justice of not having to deposit the 
30 per cent of sugar, did they not ? 

Mr. Wiley. I should say tnat was true. 

Mr. Jones. So the Department of Justice and the State Department 
really extended them an additional courtesy over what the other 
companies had in purchasing sugar down there and in selling it here. 

Mr. Wiley. I do not look upon it as a courtesy. We were acting, 
so far as I knew there, for the Government as a Government measure. 

Mr. Jones. I. am talking about the result of it. Then, as a matter 
of fact, regardless of what you were trying to do, the effect of what 
you were trying to do was to permit the American Trading Co. to 
have all of me advantages which the other companies had, with the 
additional advantage of not having to deposit the 30 per cent of sugar. 

Mr. Ward. The American Trading Co. could not resell the sugar, 
but the other companies could. 

Mr. Jones. I am talking about his proposition down there. 

Mr. Wiley. Our greatest effort there was to avoid the requirement 
that 30 per cent of pilet should be deposited, because the market was 
Dretty well cornered down there and it looked as if that would 
eopardize 

Mr. TiNCHER. Do you understand Mr. Jones's question or do you not 
understand it? 

Mr. Wiley. Yes, I understand it. 

Mr. TiNCHER. Then, why do you not answer it? 

Mr. Jones. Why can you not answer the question ? The American 
Trading Co. did not have any disadvantages down there that any 
other company did not have ? 

Mr. AswELL. Yes; they were not allowed to resell down there. 

Mr. Jones. Will you not allow him to answer the question ? 

Mr. Wiley. I think I have answered clearly that tney were not to 
deposit the 30 per cent of pilet and they were to have every advanatage 
possible as a Government agent. 

Mr. Jones. However, they could have gone down there and 
purchased it anyway by depositing the 30 per cent required by the 
Govermnent, without your mtervention. 

Mr. Wiley. If they could have got the pilet. 

Mr. Jones. They had the same chance tb get that that any other 
company had, did they not ? 

Mr. Wiley. Some of the companies had gone in there very long 
ahead of that. 

Mr. Jones. I understand, but they had the same opportunity 
down there that any other company had of purchasing this sugar 
and exporting it from that country or importing it into this country 
by depositing, just like any other company would have done, 30 
per cent of puet sugar. 

Mr. Wiley. At that time they had the same advantages. 

Mr. Jones. Then they were given a special advantage by virtue 
of your intervention that the other companies did not possess in 
being able to bring this sugar out of Argentina without depositing 
the 30 per cent of pilet sugar. 

Mr. Wiley. Yes. § 

Mr. AswELL. But they did not have the advantage of being able 
to resell down there. 
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Mr. Ward. Did you prevent any other company from reselling 
down there ? ' 

Mr. Wiley. Which question shall I answer; 

Mr. Jones. They were permitted, however, to bring this sugar 
into this coimtry without aepositing the 30 per cent. 

Mr. Wiley, i es. 

Mr. Jones. Which the other companies had to deposit? 

Mr. Wiley. Yes; as far as I know. 

Mr. Jones. I am just speaking of as far as your knowledge goes. 
Then you do not know that they had any limitation, insofar as sale 
in this country was concerned, that the other companies did not 
have. 

Mr. Wiley. Yes; it was clearly stated' that they were to sell 
imder the orders of the Department of Justice. 

Mr. Jones. Did not any other company that brought sugar into 
this country have to do that same thing ? 

Mr. Wiley. Not that I know of. 

Mr. Tincheb. Palmer says they all had to do that. 

Mr. Wiley. The only company mentioned in the instructions 
sent to the embassy was the American Trading Co. and I am not 
in position to talk about any other company. 

Mr. Jones. And that company could not have bought this sugar 
and brought it out of there without making this deposit except for 
the action of the State Department and the Department of Justice 
through the embassy down there. 

Mr. Wiley. That is quite true. That was the whole object of the 
work at that time. 

Mr. Jones. And all the money was put up by the American Trad- 
ing Co. and they bought the sugar in the open market down there 
just like the other companies, did they not ? 

Mr. Wiley. They bought the sugar in the open market down there 
but what took place here, I do not know about. 

Mr. Jones. 1 am talking about what took place down there. They 
did not have any handicap down there in the purchase of the sugar. 
You did not levy any conditions or impose any handicaps as to the 
amoimt they should pay or interfere in any way with their purchase 
of sugar. 

Mr. Wiley. We did not interfere in any way but thev did have 
handicaps. There was a situation down there which I do not care 
to discuss. 

Mr. Jones. It was not any greater handicap on the American 
Trading Co. than it was on any other company tnat purchased sugar 
down there ? , 

Mr. Wiley. I do not feel free to discuss that situation. 

Mr. AswELL. The Department of Justice did not have any money 
to buy sugar with, Mr. Jones. 

Mr. Jones. That is probably true. 

Mr. Tinoher. The Sugar Equalization Board had the money the 
same as they have it now and if they had not been looking for the 
profit they would have bought it. 

Mr. Ward. Did you interfere with the resale of sugar down there 
by any* other company? 

Mr. Wiley. No. 
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Mr. Wabd. You did interfere with the resale of sugar there by the 
American Trading Co. ? 

Mr. Wiley. Yes; my cable to the department, I think, is on 
record here; and as I said before, no other company appeared in this^ 
so far as I know, during the time I was there. 

Mr. Wakd. Did you interfere because they were acting for the 
Government in the pm-chase of this sugar? 

Mr. Wiley. Yes. The whole thing was a Government act there, 
and for the reasons which I explained, I think, at the very beginning 
of what I have said, I sent the cable in question. 

Mr. Jones. Your statement that they were acting for the Govern- 
ment is based wholly on the written instructions you received from 
here ? 

Mr. Wiley. Yes. 

Mr. Jones. You do not know of their having acted for the Govern- 
ment in any way except as you inferred from the cables that you 
received down there and from the instructions you received down 
there ? 

Mr. Wiley. I would not say "inferred." The instructions were 
perfectlT clear and definite. 

Mr. Jones. That is your conclusion. Let us get the facts now. 
You do not have any other basis to say that they were acting for the 
Government except the cables and instructions that you received. 

Mr. AswELL. Saying so. 

Mr. Clabke. And those were all Government instructions ? 

Mr. Wiley. They were instructions from the Secretary of State. 

Mr. Jones. And those have already been put in the record. Were 
you not here yesterday ? 

Mr. Wiley. I was nere a short while yesterday. 

Mr. Jones. Did you have any cables or instructions that have not 
been furnished to the committee either at this hearing or at the other 
hearing? 

Mr. Wiley. I do not know what you have got. 

Mr. JoNi^. Could you furnish any additional ones that have not 
been furnished ? 

Mr. Wiley. If there is anything further that you want from the 
department, I think the department will be very glad to furnish it if 
you make a formal request. 

Mr. 'RcNOHER. You say you are with the Department of State now ? 

Mr. Wiley. Yes, sir. 

Mr. TiNCHER. Were you with the Department of State then ? 

Mr. Wiley. I am in the Diplomatic Service assigned to the Depart- 
ment of State for duty. 

Mr. Tincher. Where do you live? Where is your home? 

Mr. Wiley. I am living in Washington now. 

Mr. TmcHER. But where is your home? 

Mr. Wiley. Indianapolis, Ind. 

Mr. Tincher. How long have you been in the service of the 
Government ? 

Mr. Wiley. Six years. 

Mr. TmcHER. And you say you were here a short while yesterday* 
As a matter of fact, you were here all during the hearings yesterday. 

Mr. Wiley. I was here about two hours. I was not here in the 
afternoon. 
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Mr. TiNCHEE. You talked to the chairman when we adjourned 
until 12 o'clock this morning. 

Mr. Wiley. Yes; to excuse myself. 

Mr. TiNCHER. So you were here all the time there were any 
hearings. 

Mr. Ward. No; he was not. He came up to me and spoke to 
me, and gave me his telephone number and said he was very busy, 
and told me where I could get him at any time; and I wrote it down 
here on a piece of paper. 

Mr. AswELL. I do not see that it is very important whether he 
was here all day or not. 

Mr. TiNCHER. I will say to you, candidly, Mr. Wiley, that you 
appear to be very much mterested in this claim against the. Gov- 
ernment, and I want to know just how fair you are as a witness. 
Now, let me ask you a question or two. You say that this is the 
only company you interfered with in their sale of sugar down there. 
I see by the cablegram here that as early as the 12trL of August, so 
far as this Government was concerned, subject to the wishes of the 
Government down there, it was satisfactory to this Government to 
have a resale of this sugar. 

Mr. Wiley. I do not know anything about what happened on the 
12th of August in regard to Argentine sugar. 

Mr. TiNCHER. You left there before the 12th of August? 

Mr. Wiley. Yes. 

Mr. TiNCHER. And on July 29 I notice you sent a cable to the 
Secretary of State and urged him to direct the company not to sell 
any of the sugar, because it would cause feeling on the part of the 
Government down there. 

Mr. Wiley. I think I have already explained in regard to that. 

Mr. TiNCHER. How did you happen to send that came ? 

Mr. Wiley. Can not what I said before be read ? 

Mr. TiNCHER. I suppose it could. 

Mr. Clarke. Surely. 

Mr. PuRNELL. Suppose you just repeat it. 

Mr. Wiley. I will be very glad to repeat it. There was a very 
clear-cut situation there shown by the press, and everything else. 
We had gone ahead as a Government measure to get this sugar 
for the puolic good here, and to have sold the sugar there at a profit, 
taking the money from the Argentine people, would not have been 
in accordance with what we had said. It was a question of good 
faith. It would not have followed the representations we had 
made. 

Mr. TiNCHER. In other words, you had obtained a preference 
for these exporters over other exporters down there as a Gorern- 
ment agency. 

Mr. Wiley. We had obtained the preference, according to our 
instructions, for the Government. 

Mr. TiNCHER. You had obtained the preference, you say, '^for the 
Government^' ? 

Mr. Wiley. For the Government; ves. 

Mr. TiNCHER. The sugar that was bought was bought in whose 
name? 

Mr. Wiley. As we understood it, it was for the Department of 
Justice. 
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Mr. TiNCHER. Now, "as you understood it/' you were down there 
representing the American Government ? 

Mr. Wiley. Yes, acting on perfectly clear-cut instructions which 
should be available to the committee. 

Mr. TixcHKR. Let me ask you this question. You have had 
some experience down there as a representative of this Government; 
if a citizen, any citizen, that had a business transaction in that 
country went to iJie department here and requested service down 
there, it was your purpose to give that service? 

Mr. Wiley. Absolutely. 
-^^ Mr. TiNOHBR. And that was regardless of whether he was acting 
for the Government or acting as an individual. 

Mr. Wiley. Absolutely. You are quite right, sir. 

Mr. TixcnER. As a matter of fact, tnat dspartment of this Gov- 
ernment is maintained down there not for tne purpose of serving 
the people who are acting for the Government but lor the purpose 
of serving the people actmg as citizens and as business people. 

Mr. Wiley. Quite true; but there is one thing I can say, and that 
is that the permit in Question was given by the Argentine Govern- 
ment, after a great deal of pressure being brought, because it was for 
this Government. It was a friendly act to hSp us out here. 

Mr. Thompsox. As I understand it, that was lifting the embargo 
that had been placed upon the exportation of this sugar after it 
had been purchased; is tnat the idea? 

Mr. Wiley. There had been an embargo and then there was this 
decree permitting the exportation, under certain rather severe 
regulations, of 100,000 tons. And then subsequently came the 
permit in question for some thirteen or fourteen thousand tons. 

Mr. Jones. Mr. Wiley, I want to ask you another question, 
lou vSay you thought this sugar was being purchased for the De- 
partment of Justice. 

Mr. Wiley. Yes. 

Mr. Jones. Now, why did you send this telegram of July 29, 
addressed to the Secretary of State, Washington, D. C. : 

The price of sugar has gone up to plus 12 pesos paper per 10 kilos. The Government 
is being attacked bitterly by the opposition of press on account of the exorbitant 
price of sugar and the scarcity which is claimed to be due to the permits granted for 
export and to graft. Sullivan is telegraphing to the American Trading Co. regarding 
their opportunity to sell at a big profit here. I urge that you direct the company net 
to sell any of the 14,000 tons obtained in the name of the Government under any 
circumstances. 

Mr. Wiley. Certainly. I will go back to that again. We had 
gone ahead and made these representations on the basis that this 
was a Government transaction, and, as a matter of good faith, I 
wanted to make sure it did not change its character into a private 
transaction. 

Mr. JoxES. You do not say that. You just assume it is a private 
transaction. You say, ^^Sullivan is telegraphing to the American 
Trading Co. regarding their opportunity to sell at a big profit here. 
I urge that you direct the company not to sell any of the 14,000 
tons obtained in the name of the Government under any circum- 
stances. '' 

Mr. Clarke. There is your answer. 

Mr. Wiley. It was a question of good faith. 
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Mr. Jones. In other words, you say that this company obtained 

Mr. AswELL. For the Government. 

Mr. Jones. No; in the name of the Government. 

Mr. AswELL. What is the difference ? 

Mr. Jones. If it was the Government's sugar purchased for the 
Department of Justice, why do you refer in tMs telegram of July 29- 
to the American Trading Co., selling at a profit sugar that was ob- 
tained in the name of the Government ? * 

Mr. Wiley. To make sure that the thing remained a Government 
transaction and that there should be no breach of faith in which the 
embassy would be involved there. 

Mr. Jones. Is it not clear, Mr. Wiley, from your telegram here, 
that you understood, at least on July 29, if you did not understand' 
before, that the American Trading Co. was purchasing this sugar and 
was handling this sugar, and that you simply handled the situation 
in the name of the Government because that was the way to secure 
their permission to handle the sugar in this country ? 

Mr. WiLEif. I was not altogemer famiUar with everything that 
was taking place in the United States. That telegram I consider 
was a very proper precaution to take at that time. 

Mr. Jones. I do not question that at all. 

Mr. Wiley. The American Trading Co. had bought the sugar 
there. They were the agents. They had the sugar there and I did 
not want them, either as agents of the Government or as agents of 
anybody else, to sell the sugar. I was interested in that sugar being 
kept there. 

Mr. Jones. In that position, I think you were thoroughly correct 
and absolutely right. I do not think the Government should have 

Eermitted them to resell the sugar or that any other company that 
ad purchased sugar under the circumstances they had purchased it 
should have been permitted to resell it down there without the per- 
mission of the Argentine Government; but is it not clear from this 
telegram that you understood that the American Trading Co. pur- 
chased this sugar and were handling this sugar and wanted to sell it 
at a profit in that country ? 

Mr. Wiley. With regard to the first part of what you say, the 
answer is yes. They bought the sugar. They hanxiled the sugar, 
and they did everything of a practical nature connected with the 
sugar. With regard to the second part, they were acting as agents 
of the Government according to the information sent to the embassy 
by the department. 

Mr. Ward. That cablegram was sent after the American Trading 
Co. had made a request for a permit to sell the su^ar. 

Mr. Jones. I understand tnat. It seems passmg strange that the 
company should have requested a permit to sell the sugar again in the 
Argentine when they were simply acting as the purchasing agent of 
the Government, wny should the company have done that if they 
were acting purely as the purchasing agent of the Government? 

Mi, T^nchbr. What made you use the words "big profit'* in the 
telegram? Somebody by the name of Sullivan was talking about 
selling the sugar in the Argentine at a big profit and you sent a cable- 
gram, where did you get your information ? 

Mr. Wiley. At the time I had information as to what they were^ 
paying for the sugar, but I do not remember the figures mwr^ 
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Mr. TiNCHER. You did not want to sell it at a big profit ? 
Mr. WrLEY. I did not want it at all. 
Mr. TiNCHER. You say: 

vSuUivan is telepfraphinj? to the American l^rading Co. regarding their opportunity to 
sell at a bis; profit here . 

As a matter of fact, do you not know that the sugar was purchased 
not in the name of the Government, it was only in the name of the 
American Trading Co. ? You know that ? 

Mr. Wiley. No; I do not know that at all. 

Mr. TiNCHER. Do you know whether it was or was not purchased 
in the name of the American Trading Co. ? 

Mr. Wiley. As agent of the Government. 

Mr. TiNCHER. Was there anything in the bill of sale or storage as 
to their acting as agents of the Government ? 

Mr. Wiley. I did not see the bill of sale. 

Mr. TiNCHER. As a matter of fact, according to the former hearing, 
it was purchased in the name of the American Trading Co., and was 
stored m the name of the American Trading Co. 

Mr. Ward. As agent of the Government. 

Mr. TiNCHER. No, sir. If that is in any document now it has been 

Eut in since the last hearing. It was never mentioned at the last 
earing. It was admitted that it was not. They claimed that they 
were the agent, but that the sugar was purchased for the American 
Trading Co. ^ 

Mr. Wiley. This Exhibit No. 7, if it is a correct copy, ought to show 
that. 

Mr. TiNCHER. I do not know. This brief was filed after the 
former hearing. 

Mr. PuRNELL. I do not imderstand that there is any question 
about the actual method of purchase. It was purchased in the name 
of the American Trading Co., without any reference to the fact, as far 
as the bill of sale or oflaer written documents are concerned, of the 
company being the agent of the Government. 

Mr. Jones. This ^diibit No. 7 is a statement of the Government 
down there. It is not a statement of the Department of Justice or the 
Department of State. It is a document originating in Buenos Aires 
ana signed by some of the officials down there. 

Mr. Wiley. That was based on the notes addressed the Govern- 
ment, and we used the same phrase, as I remember it. 

Mr. Jones. Did you prepare this exhibit down there yourself ? 

Mr. Wiley. No, sir. Tnat was based on notes prepared in the 
embassy sent on instruction from this Government to the Argentine 
Oovemment asking for such a permit. 

Mr. Jones. Who issued the permit ? 

Mr. Wiley. The Argentine (xovemment. 

Mr. Jones. They issued it themselves ? 

Mr. Wiley. In reply to our representation. 

Mr. PuRNELL. What was your ofiicial capacity at the time you 
were in the Argentine ? 

Mr. Wiley. 1 was the secretary of the embassy until some time 
in June. Then the ambassador left and I was the charge d'affaires 
imtil the date of my departure. 

Mr. PuRNELL. I understood you to say that this was a transaction 
on and in behalf of the Government ? 
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Mr. Wiley. Yes, sir. 

Mr. PuRNELL. I should like to know what information you had 
and from what source you had it that this was a transaction for the 
Government ? 

Mr. Wiley. The cable instructions from the State Department. 

Mr. PuRNELL. Anything else ? 

Mr. Wiley. Not a thing. 

Mr. PuRNELL. Did you have any conversation with any member 
of the American Trading Co. ? 

Mr. Wiley. Yes, sir; Mr. Sullivan there. 

Mr. PuRNELL. Is Mr. Sullivan the only man who represented the 
American Trading Co. in the Argentine 1 

Mr. Wiley. As I remember he is the manager or head of their 
Buenos Aires house. He is the onlv one I saw there. 

Mr. PuRNELL. Did you have any communication by letter or 
cable from the American Trading Co. direct ? 

Mr. Wiley. None. 

Mr. PuRNELL. From this country ? 

Mr. Wiley. None. Everything was done through Mr. Sullivan. 

Mr. PxjRNELL. Did you get any specific instructions from the 
Department of State to the effect that this sugar was being bought 
to break the price in this country ? 

Mr. Wiley. Yes, sir. 

Mr. PuRNELL. Has that been introduced ; is that in the record ? 

Mr. Clarke. Yes, sir. 

Mr. PuRNELL. That inference could be drawn from several com- 
munications. I am trying to find out what particular information 
Mr. Wiley had to the effect that this was strictly a gov^nttmental 
affair? 

Mr. Wiley. The information in the cablegram from the State 
Department; that was auite sufficient, as far as the embassy went. 

Mr. Jones. In this caole^am of July 29, if this were a Government 
transaction, why is it that, mstead of statii^ as you did, you did not 
say that the sugar was purchased for the (Sovemment and that the 
American Trading Co. had no right to sell it ? 

Mr. Wiley. That was a cablegrain to the State Department,, 
which was fully apprised of the situation, as they had been mf orming 
and instructing me, and it was not necessary to make the cable any 
more expensive than it was. 

Mr. Jones. You could have made it shorter by simply stating 
that this sugar Was purchased for the Government and the American 
Trading Co. had no right to sell it under any circumstances. 

Mr. Williams. That would not have been true. 

Mr. Jones. It would not have been. In other words, it was the 
American Trading Co.'s sugar instead of the Government's sugar, 
purchased for the American Trading Co. 

Mr. Wiley. I was told by Mr. Sullivan, but I had no information 
with regard to the details of what was going on here. As I aid 
before, that cablegram was sent as a precaution. 

Mr. Purnell. In your conferences with the Argentine Government, 
as representative of our Government, did you represent to them that 
this sugar was being purchased for the Government or that it was 
being piirchased by the American Trading Co. with a view to bring- 
ing it mto this countr}- for the purpose of breaking the market i 
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Mr. Wiley. The embassy represented that the sugar was being 
purchased for the Government to serve the pubUc good in this 
country. 

Mr. PuRNELL. At that time did it occur to you that there was any 
discrepancy at all. In other words, that, if it had been purchased 
by the Government, did it occur to you at the time that it should 
have been taken over actually in the name of the Government rather 
than in the name of the American Trading Co., or, perhaps, in the 
name of the American Trading Co. as agent ? 

Mr. Wiley. No. I had no reason to question what was going on 
down there. It seemed perfectly clear thaj; these gentlemen should 
act as the purchasing agents for the Department of Justice! We 
were informed that there was supervision and control by the Govern- 
ment and everything seemed perfectly clear. 

Mr. TiNCHER. Where is this man, Mr. Sullivan ? 

Mr. Wiley. I do not know. Perhaps in Buenos Aires. 

Mr. TiNCHER. Where is he, Mr. Franklin ? 

Mr. Franklin. In Buenos Aires. 

Mr. JoNES^ Was not this sugar simply purchased by the American 
Trading Co. at the instance of the Government rather than for the 
Government ? 

Mr. Wiley. I do not know. I should say probably that it was 
bought at the instance of the Government or a permit could not have 
been secured. 

Mr. Thompson. Why did not the Government permit them to 
resell it, why did the embassy interfere to prevent that ? 

Mr. Wiley. I think there was something after my departure which 
covered what you suggest, but while I was there we did not want, 
if it could be avoided, that sugar placed on the Argentine market. 

Mr. Thompson. If the embassy did do that, they used bad judg- 
ment. 

Mr. TiNCHER. Suppose we undertook to recompense everybody 
who suffered from tne fall in prices ? 

Mr. AswELL. As far as I am concerned I think every man should 
be recompensed who suffered at the direction of this Government. 

Mr. TiNCHER. If we do that we will appropriate billions of dollars. 

Mr. AswELL. These other losses were not effected at the direction 
of the Government. There have not been many cases presented 
here. 

Mr. TiNCHER. You made a motion yesterday to bar anybody else 
from presenting a case here. 

Mr. Jacoway. No. 

Mr. TiNCHER. That is why this claim is being considered, you 
barred anybody else from presenting a case. 

Mr. Clarke. We want every gentleman to have a chance to present 
his claim, but when we have had up a resolution and spent several 
hours, we should work out some result before bringing up other 
claims, which would be an unfair and unjust imposition on this 
committee. 

Mr. TiNCHER. The gentleman from New York comes from the 
locality from which this claim comes. The man who suggested the 
other claim against the Government was the agent for ttie Govern- 
ment, the Sugar Equalization Board, and I suggested that this bill 
and other claims which had a like standing, we should go into them 
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in the interest of the Federal Treasury. If we are fi[oing to establish 
a precedent here for New York, takinjg money ^ut of the Treasury, it 
is well enough to leam all the facts with relation to the other claims. 
That is the reason I insisted that we go into the other claims. The 
gentleman is absolutely unfair in stating that I brought the matter 
up. ^ The matter was brought up by the gentleman representing the 
Sugtir Equalization Board. v 

Mr. AswELL. It has nothing to do with this particVar case. 

Mr. Clarke. Let us consider the definite merits of this case. 

Mr. TiNCHER. The gentleman from Louisiana has just stated that 
he was in favor of reimbursing everybody because of some act of an 
agent of the Government. 

Mr. AswELL. No. ^ 

Mr. TiNCHER. If the agent acts bej^ond his authority atid has no 
legal power or authority, would you reimburse the man ? 

Mr. AswELL. I came here opposed to this matter, but I have been 
convinced that it would be an honorable thing for this Govern^ient to 
do the honest thing. \ 

Mr. Williams. I came into the hearing supposing that it was all 
right. \ 

Mr. AswELL. I am convinced that the Department of Justice, the 
State Department, the Argentine Government, and this trkding 
company did represent the Government in good faith. 

Mr. WiLUAMS. I do not think they did. I think they went into it 
to make money. 

Mr. Clarke. Did you hear Judge Glasgow's statement here ? 

Mr. Williams. I did. 

Mt.Clarke. Did you think that was fair from his viewpoint? He 
said they had no authority — the Department of Justice or the Depart- 
ment of State. 

Mr. Ejncheloe. Permit me to ask a question for information. 
I have had some sickness and have not been here. What is the con- 
troversy about; has the committee adopted any policy i 

Mr. ruRNELL. I should like to know myself, and I nave been here. 

Mr. TiNCHER. When the attorney for the Sugar Equalization 
Board appeared before the committee, he wanted to Know it he should 
go into a discussion of all of these shipments of sugar from Argentina, 
the diflferent claims, and in your absence by a vote of 7 to 6, 1 think 
it was, this committee decided not to do so. 

Mr. AswELL. The committee voted not to hear any other claim 
at this time except this one claim. 

Mr. Clarke. At this time, you are right. 

Mr. KiNCHELOE. What are the points to the question that the 
committee will decide now, whether it will go into tne payment of all 
moral obligations ? 

Mr. AswELL. Any other claim than that involved in this resolution. 

Mr. Ten Eyck. I do not think that the members of this committee 
will decide any policy by deciding this particular claim. If you 
bring in a bill, then we will vote and decide on a policy. I do not 
want the gentleman to put words in my mouth as to deciding upon a 
policy. 

Mr. TiNCHER. I would not put anything into the mouth of the 
gentleman from New York — there are three gentlemen from New 
York serving on this committee. 
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Mr. Kjnchbloe. I do not think that we are getting anywhere on 
this proposition. I have been thinking of this thing very seriously 
but not expressing mvself. I am frank to say that I have not de- 
cided whetner I will be for this claim or not, but I am thoroughly 
convinced that we are going to establish a policy, and regardless of 
sugar, so far as the law is concerned, whatever action we are going 
to take on this claim or any other claim, in my judgment we are going 
to estabUsh a precedent as to whether we are or whether we are not 
going to uphold some officers of the Government who entered into 
ultra vires contracts. I heard the statements of the gentlemen the 
other morning, and I think those gentlemen were honest in going 
into this thing, but so far as a pohcy'is concerned, so far as I am 
concerned 

Mr. PuRNELL (interposing) . In so far as this committee acts, it will 
establish a policy. 

Mr. KiNCHELOE. You can not get away from that. Take it for 
granted that there is no question on this proposition, then you are 
going to reimburse every citizen of this country who in dealing with 
Government employees entered into ultra vires contracts. » You can . 
not get away from that proposition. 

Mr. Ward. Will not an individual claim be substantiated by merit ? 

Mr. KiNCHELOE. This character of claim, where rejected on an 
ultra vires contract with the Government ? 

Mr. Ward, On their merits. The policy established is to settle 
claims on their merits. 

Mr. Kjncheloe. I am not talking for nor against this claim. My 
mind is open. You are going to establish a policy as to whether you 
are going to reimburse citizens of the country on ultra vires contracts. 

Jm*. Ward. Kegardless of their merit ? 

Mr. Kjncheloe. Absolutely. 

Mr. Ward. I do not agree with you. 

Mr. McLaughlin of Nebraska. Would it not be a good plan, Mr. 
Chairman, to hear the witness and let the members of the committee 
settle this thing afterwards ? 

Mr. KxNTCHELOE. I ouly Wanted to explain my absence and my 
position. 

Mr. Ten Eyck. We are not establishing a policy. It may be a 
precedent to take up and hear the arguments where people believe 
that they have had contracts with the Government. That is the 
precedent that we are establishing here — ^whether we will give these 
men a hearing and give them justice. 

Mr. Kjncheloe. As far as I am concerned, I am ready to hear 
everybody. I think that we ought to. 

Mr. Ten Eyck. We are not deciding what we will do in relation to 
these claims, but I do believe that we ought to hear each case on its 
merits. 

Mr. KiNCHELOE. You may be right about that. 

The Chairman. No one has suggested that this claim has any 
merit outside of a moral obligation incurred by the Government. Of 
course, if this committee aUows this claim, there are many other 
claims on a par with this claim. Nobody has shown that there is 
any legal obligation on the part of the Government. If not, the grain 

53384— 21— SER p 5 



66 SUGAR. 

dealers and grain growers and others are entitled to some consid- 
eration. 

Mr. Ten Eyck. We can hear it on its merits and decide later on 
whether it has merits. We do not want to prejudge a case before 
we hear it. You say that it has no merit. I say toliear the gentle- 
men and determine whether it has merit. 

The Chairman. Nobody has claimed that it has any merit outside 
of the moral obligation. 

Mr. KiNCHELOE. That is to say, Mr, Chairman, that we are not 
legally boimd in the matter ? • 

Mr. Sinclair. Nobody claims that. 

The Chairman, Are you through ? 

Mr. Wiley. I am. 

The Chairman. It has been suggested that all losses should be 
made good, especially where they were caused by the action of any 
governmental agency. Was anybody injured by anything you did 
m connection with the Government ? 

Mr. Wiley. As far as I know, Mr. Chairman, there was no injury 
, during the period of my testimony, that is, up to August 4. 

The Chairman. I am not asking you that question. I am asking 
you what you did to injure those people, to what extent is the Gov- 
ernment responsible ? . 

Mr. Wiley. What we did was to obtain the permit for them to 
export the sugar. 

The Chairman. And you helped them to that extent ? 

Mr. Wiley. We considered at that time 

The Chairman (interposing). No what you considered. 

Mr. Wiley. We considered at that time that we were helping the 
Government. 

The Chairman. Please answer the question. 

Mr. Wiley. By obtaining this permit. 

The Chairman. That was to help them ? 

Mr. Wiley. I insist that we were not doing anything to help the 
interested firm at that time. 

The Chairman. You procured a permit to export 14,000 tons of 
sugar ? 

Mr. Wiley. No. We originally asked for some 30,000 tons. 
We finally obtained a permit for 14,000 tons. 

The Chairman. They were permitted to buy 14,210 tons; that was 
a special privilege granted to them ? 

Mr. Wiley. It was a privilege; yes, sir but as I said before 

The Chairman (interposing). They were not injured by any 
special privilege which you procured for them ? 

Mr. Wiley, Not that I know of. They were to be benefited, 
if anything. 

The Chairman. They were benefited ? 

Mr. Wiley. I do not know about that at all; I do not know what 
happened here. 

Tne Chairman. You have no information as to that? 

Mr. Wiley. I have no information at aU. 

The Chairman. You do not think that the special privilege of 
exporting 30,000 tons of sugar without depositing 30 per cent to 
be resold, was a special privuege to their advantage ? 

Mr. Wiley. I have never seen the agreement. 
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The Chaibman. You could answer that question yes or no ? 

Mr. Wiley. I do not know. I have never seen the agreement 
between the Government and the American Trading Co. 

The CttAiBMAN. Still here you are testifying as an expert ? 

Mr. Wiley. No. 

The Chairman. You are of the opinion that the special privilege 
granting them the right to export 100,000 tons of sugar without 
anv deposit was of no benefit ? 

Mr. Wiley. I do not see where you get the 100,000 tons. 

The Chairman. I understood that there was a permit to buy 100,000 
tons? 

Mr. Wiley. There was a general lifting of the embargo to the 
extent of 100,000 tons, permits to be granted in accordance with 
certain limitations and regulations. 

The Chairman. And as to these people there was no requirement 
as to a deposit and no limitations as to the 30,000 tons. 

Mr. Wiley. I believe there was no requirement 

The Chairman. You believe. Do you not know. I understood 
you to say that to be a positive fact a few moments ago. 

Mr. Wiley. This matter came up nearly a year ago. 

The Chairman. You said that five minutes ago. 

Mr. Wiley. I think I answered the question in the same way. 
There was no deposit reauired, I understand. 

The Chairman. I understood you to say that a deposit was 
required by others. 

Mr. Wiley. Not of the American Trading Co. 

The Chairman. No; but the others? 

Mr. Wiley. The othei*s; yes, sir. 

The Chairman. Hence, it was a special privilege to these people. 
What did you have to do with the lilting of the embargo there ? 

Mr. Wiley. We had nothing to do with the lifting of the embargo 
on the 100,000 tons. 

The Chairman. I am speaking now about the 14,000 tons. 

Mr. Wiley. That was done at the request of the embassy and a 
personal appeal made by the ambassador before he left. 

The Chairman. What took place ? 

Mr. Wiley. I was not present. 

The Chairman. You have no knowledge of the negotiations ? 

Mr. Wiley. Yes, sir; I have secondhand knowledge of the negoti- 
ations that took place. 

The Chairman. You have secondhand knowledge. You had no 
information coming from Mr. Sullivan ? 

Mr. Wiley. On what, Mr. Chairman ? 

The Chairman. As to transaction to purchase this sugar. 

Mr. Wiley. I am sure I did not say anything like that. 

The Chairman. You said that you got it from Mr. Sullivan. 

Mr. Wiley. All the information I got regarding their credits and 
things like that I got from Mr. Sullivan. 

The Chairman. As the acting governmental agency, where did 
you getyour information ? 

Mr. Wiley. From the State Department. 

The Chairman. Did they state that they were the authorized 
agents ? 

Mr. Wiley. Yes, sir. 
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The Chairman. What have you to show for that, telegrams, or 
what? 

Mr. Wiley. I believe the telegrams are all in the State Depart- 
ment archives. You can get them probably by making a formal 
remiest. 

The Chairman. You say you believe. What do you know 
about it ? 

Mr. Wiley. I received the cables there. 

The Chairman. What did they state ? 

Mr. Wiley. We had instructions that this company was acting as 
the purchasing agent for the Government and to make vanous 
reOTesentations wmch we made to the Argentine Government. 

The Chairman. What did Mr. Sullivan tell you ? You have 
stated that you got your information from Mr. Sullivan. 

Mr. Wiley. I think you misunderstood me. He gave me infor- 
mation in some cases. 

The Chairman. It was stated two or three times that you got 
information from him. ^ ^ 

Mr. Wiley. With regard to what was taking place with his com- 
pany. 

The Chairman. I understood you to say that the information was 
founded upon information secured from Mr. Sullivan. 

Mr. Wiley. Not at all, sir. 

The Chairman. You know nothing about the negotiations ? 

Mr. Wiley. Yes, sir; I know sometl\ing about them. 

The Chairman. What do you know about them ? 

Mr. Wiley. I know that we had orders to ask for this permit for 
the American Trading Co. as the purchasing agent of the Government. 

The Chairman. When were those orders received ? 

Mr. Wiley. I have not the dates with me. 

The Chairman. There has been so much said about this delay; 
according to the record there was no delay. 

Mr. Wiley. Does not that report of the hearings give the date ? 

The Chairman. Yes. May 13, 1920, is the date given in the hear- 
ings, and it was granted June 23, was it not ? 

Mr. Wiley. As I remember, June 22 or 23. 

The Chairman. It was granted in about one month and 10 days. 
Do you consider that an unusual delay, an unreasonable delay ? 

Mr. Wiley. Yes, sir; because we had had verbal assurance that 
the thing would be very promptly done. 

The Chairman. When did you receive this verbal assurance ? 

Mr. Wiley. I have not got the date. 

The Chairman. It is important to know. You have some knowl- 
edge of it. 

Mr. Wiley. I think the State Department can furnish that. 

The Chairman. But you are nere testifying for the State 
Department. 

Mr. Wiley. I am very glad to tell you all I know. I was informally 
authorized to come here and give you all the information I could. 

The Chairman. This committee is looking for information. We 
are not looking for opinions, but for certain information. 

Mr. Wiley. I am only too happy to tell you anything I know, but 
I do not remember the date of the verbal assurance. 

The Chairman. Can you approximate the date? 
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Mr. Wiley. No; I would not attempt it. 

The Chairman. You have no knowledge of that ? 

Mr. Wiley. I do not remember it now. 

The Chairman. That is all. 

Mr. KiNCHELOE. Under the lifting of this embargo how many 
thousand tons of sugar were exported from the Argentine h^e ? 

Mr. Wiley. By the American Trading Co. ? 

Mr. KiNCHELOE. No; in aU. 

Mr. Wiley. Of the total, a fairly small amount, I think, but most 
of it was exported after I left, I think. 

Mr. KiNCBDELOB. Were any private individuals ben fited unreason- 
ably from this exportation of sugar to this country from Argentina? 

Mr. Wiley. I ao not know. 

Mr. KiNCHELOE. Whether any sugar was brought to this coimtry 
by the lifting of the embargo ? 

Mr. Wiley. I have not any knowledge of what other companies 
did. 

Mr. KiNCHELOE. You did not know the total amount ? 

Mr. Wiley. No, sir. 

Mr. KiNCHELOE. My recollection is that it was stated the other day 
that the American Trading Co. received about 5,000 toiis, and what 
I want to know is whether any private individual or anybody else 
besides the American Trading Co. had the benefit of importing any 
sugar by reason of the lifting of the embargo ? 

Mr. Wiley. I do not know a thing about that. I have absolutely 
no knowledge at all. 

Mr. Jones. I wish you would get a copy of the brief filed bj Mr. 
Franklin in this matter and look it over, particularly copies of 
instructions, and see if you received any other instructions than are 
embodied in this brief, whether there are any that pertained to this 
matter. 

Mr. Wiley. I think there is comparatively little here. There is a 
great deal more, many reports and many other cables. That is 
something that I can not furnish. If you want that the committee 
should formally ask the State Department to give you copies. 

Mr. Jones. Y ou can not fumisn us with copies ? 

Mr. Wiley. No. 

Mr. Jones. That is all. 

Mr. TiNCHER. For the record, you say that there are many com- 
munications between the State Department and yourself ? 

Mr. Wiley. And the embassy. 

Mr. TiNCHER. With reference to this matter not in this brief ? 

Mr. Wiley. There is a very voluminous correspondence. 

Mr, TiNCHER. I have always thought that. I want to ask you 
now to produce all that correspondence. 

Mr. Wiley. You will have to ask the Secretary of State formally, 

Mr. TiNCHER. I did not ask the Secretary of State to send you down. 
I now make a formal request to you, as a Member of Congress 

Mr. Wiley (interposing). I have not the authority. 

Mr. TiNCHER. I now ask you, as a Member of Congress, to bring to 
this committee the entire correspondence concerning this matter. 

Mr. AswELL. Would it not be better to have the committee make 
that request ? 

Mr. TINCHER. I move, Mr. Chairman, that we request the entire 
<X)rrespondence be furnished to this committee for its examination. 
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Mr. AswELL. I think that request should be directed to the Secre- 
tary of State. 

Mr. TiNCHER. I am directingit to him. 

Mr. Gernerd. Oh, no, Mr. Tincher; you can not do that. That 
would not be right. 

Mr. Tincher. I think we ought to examine the whole record. 
Somebody, at some time, has picked out such parts of this record as 
they wanted to put in a brief, and I think we should ask for the 
entire record. 

Mr. Wiley. Part of that correspondence is very confidential. 

Mr. McLaughlin of Nebraska. I move that the committee ask the 
Secretary of State to furnish the committee with copies of all the 
correspondence that passed relative to this transaction. 

Mr. Sinclair. I second that motion. 

Mr. AswELL. Mr. Chairman, I move to amend the* motion by in- 
serting '^all the correspondence and reports that will not interfere 
with diplomatic relations and are not incompatible with the public 
interest." 

Mr. Tincher. I would accept that amendment. 

Mr. McLaughlin of Nebraska. The motion refers to papers relative 
to this transaction ? 

Mr. Thompson. Yes; the motion, as I understand it, Dr. Aswell, 
is qualified, because it refers to all papers relative to this transaction. 

Mr. Aswell. That is all right. 

Mr. McLaughlin of Nebraska. I am not asking for anythii^ ex- 
cept such matters as are relative to this transaction. 

The Chairman. Do you withdraw your amendment, Mr. Aswell ? 

Mr. Aswell. Yes. 

(The motion, having been duly seconded, prevailed.) 

Mr. Wiley. Is there anything else, Mr. Chairman ? 

The Chairman. There appear to be no further questions. We are 
very much obliged to you, sir. 

STATEMENT OF MR. WALTER S. FRANKLIN, VICE PRESIDEITT 

AMERICAN TRADING CO.— Resumed. 

The Chairman. Mr. Franklin, I presume you will be willing to 
give way when the Attorney General arrives ? 

Mr. Franklin. Certainly, sir. 

Mr. McLaughlin of Nebraska. Mr. Chairman, I would like to 
make a suggestion, which I hope will meet with the approval of the 
other merabers of the committee, and that is, in our examination of 
the present witness, or other witnesses, that we proceed in regular 
order around the table so that there will not be more than one per- 
son questioning or talking at the same time. I think that would 
expedite our procedure, and I would like to suggest that the chairman 
give each one an opportunity to ask questions, and that the members 
when they have questions suggested to them, instead of breaking forth 
at any time or place around the table, make a note of what they 
want to ask, and then each one take his ftirn in asking such questions 
as are pertinent. 

The Chairman. Without objection, it will be so ordered. I be- 
lieve Mr. Tincher had started his examination of Mr. Franklin yes- 
terday when Mr. Franklin yielded time to others. 
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mittee at a previous hearing on this matter you were asked this 
question : 

Was there anything said to you by Mr. Figg, or any other represtentative of the 
Department of Justice, that would lead you to believe that the Uovemment would 
take care of you in case there was a loss sustained? 

And you answered that question: 

No, sir. 

Mr. Purnell then asked you: 

Nothing was said about any loss? 

And you answered that question: 

No, sir. 

That is true, is it not ? 

Mr. Franklin. Absolutely, sir. 

Mr. TiNOHER. Now, Mr. Franklin, you were asked at that time 
how this subject arose between you ana the State Department. 

Mr. Frankun. Yes, sir. 

Mr. TiNCHER. And you said that you told the State Department 
that there was sugar in the Argentine that could be imported if the 
embargo was raised. 

Mr. Frankun. I prefer to have you read that, Mr. Tincher. 

Mr. TiNCHER. Well, did you say that ? 

Mr. Franklin. No, sir. 

Mr. Tincher. You deny now at this hearing that you conveyed 
the information to the State Dep'artment that the sugar was in the 
Argentine ? 

Mr. Franklin. I do not deny that. I say that the statement I 
made the last time and the statement I made yesterday are prac- 
tically identical, as near as anyone can make a statement and say 
the same thing over again after a lapse of three or four months, and 
I would like you to read both of those statements and judge for your- 
self whether those statements are In accordance with each other. 

Mr. Tincher. All right. Of course, I prefer to qusetion jon in 
my own way. Did you call the Department of State's attention to 
the fact of the existing condition with reference to the embargo on 
sugar from the Arcentine ? 

Mr. Franklin. No, sir; they had that information, as I said yes- 
terday, from a cablegram received from the commercial attache at 
Buenos Aires. 

Mr. Tincher. Well, I will read to you what you said: 

Mr. McLaughlin of Michigan. Who first brought up the Bubject of sugar from the 
Argentine? 

Mr. Franklin. I am unable to say that. It was in connection with a discussion 
in the State Department as to duties, and we were asking about export and import 
duties and the question came up then. I do not know but what I may have said that 
there were sugars in the Argentine and sugars in Java, and ,bo forth, and soon. They 
suggested that we teU the Department of Justice about it. 

Mr. Franklin. That is right, sir. 
Mr. Tincher (reading) : 

We told the Department of Justice about that transaction in April and then heard 
nothing more from it at all until May 7. 
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Mr. McLaughlin of Michigan then said to you: 

I was trying to get at the situation. It is either one thing or the other. Perhaps 
you expected to get that sugar and make some money out of it, if the United States 
Government would permit it and let you carry it on in a certain way, perhaps in its 
name. On the other hand, the Government of the United States might have seen 
that situation and wished you gentlemen to act for the Government. 

Mr. Franklin. The point is this, sir 

Mr. McLaughlin of Michigan. How did this thing start and how did it develop? 

Mr. Franklin. Well, it started exactly as I have told you. In April we told the 
Department of Justice that this sugar was there, because of a conversation that was 
had with the State Department. 

Mr. Franklin. That is right, sir. 
Mr. TiNCHER. You stated that. 
Mr. Franklin. I stated that yesterday. 
Mr. TiNCHER (reading) : 

Mr. McLaughlin of Michigan. And that you would like to go into the deal? 

Mr. Franklin. No, sir; that the su^ar was there and we told them nothing more 
than that. It was a general conversation and the whole question was dropped from 
that time forward until May 7, when we were sent for to come down here to go into 
the transaction. 

I want to ask you now in that connection, in whose name was this 
sugar purchased ? 

Mr. Franklin. In whose name was this sugar purchased ? 

Mr. TiNCHER. Yes. 

Mr. Franklin. The sugar was purchased in the name of the 
American Trading Co., If you will let me state right here, Mr. Tin- 
cher, I will give you the reason why that was done. 

Mr. TiNCHER. There has been some discussion as to whose name 
the sugar was purchased in. 

Mr. Franklin. I would like to clear that up now, if I may interrupt 
you in your question. That was done, as indicated in this cable- 
gram, which says right here: 

This is strictly confidential. The American Trading Co. has been appointed 
purchasing agent by the Department of Justice — 

Now, I will read that through to you, if you wish to have it — 

and it is being instructed by that department to obtain quietly as many options as 
possible before the market is aware that the embargo has been lifted, in order to avoid 
unduly high prices, otherwise it will be impossible to buy Argentine sugar. 

Now, in the letter Mr. Figg wrote to us he instructed us to pur- 
chase that sugar, and the whole thing is that if we had gone down 
there and purchased the sugar as agents of the Department of Justice 
at that time it would have caused an immediate jump in the price 
there and we could not have obtained as much sugar as we were 
able to obtain. That is the reason why the sugar was purchased in 
that way, and it was thoroughly understood by the Department of 
Justice and the Department of State that it would be so purchased. 

Mr. TiNCHER. You stated yesterday, as a part of your testimony, 
if I understood you correctly, that at this conference — ^who did you 
say was present at this first conference with the Department of 
Justice ? 

Mr. Franklin. I said yesterday that at the first conference in the 
Department of Justice — you mean now at the time I told them about 
the sugar ? 

Mr. TiNCHER. Yes; the first conference you had that you men- 
tioned there. 
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Mr. Frankucx. The first time I went to the Department of Justice ? 

Mr. TiNCHER. Yes. 

Mr. Franklin. Mr. Linn and Mr. Newton were the only two 
people there. 

Mr. Jacoway. Mr. Tincher, may I ask a question there ? 

Mr. Tincher. Certainly. 

Mr. Jacoway. Just state to the committee why you were at the 
Department of Justice and on what business you were engaged? 
Was it for the purpose of suggesting to the Department of Justice 
that you knew of this sugar that comd be bought or was it on other 
business and did the matter of purchasing this sugar come up as 
an incidental matter or was that tne main object of y^our visit? 

Mr. Franklin. Mr. Jacoway, our reason for going to the De- 

Eartment of Justice was to tell them that this sugar was there. We 
ad previously been to the State Department, where we were on other 
matters, and that was the time that this situation developed and they 
told us that the Department of Justice would be interested in this trans- 
action and, we should tell them about it. 

Mr. PuRNELL. Whom do you mean by '^they.'' 

Mr. Franklin. Mr. Gittings. I am not sure whether Mr. Frost 
was there at that time or not, but Mr. Gittings, of the Department 
of State, was there. 

Mr. Tincher. Mr. Franklin, I understood vou yesterday to say 
that in that first conference the question oi the commission was 
decided at at 1 cent a pound. 

Mr. Franklin. No, sir. 

Mr. Tincher. Did you not state that yesterday ? 

Mr. Franklin. No, eir; I did not. Shall 1 read you what I 
stated ? 

Mr. Tincher. Yes. 

Mr. Franklin. If there is any question about it, I should prefer 
to read it rather than repeat it to you. 

Mr. Tincher. All right. 

Mr. Franklin. I said: 

On the strength of this telegram — 

That was the telegram from our representative in Washington — 

1 went to Washington and called at the Department of Justice on May 7, where I 
met Mr. Figg. At this interview the following persons were present: mi. Figg, rep- 
resenting Department of Justice; Mr. Gittings, State Department; Mr. Linn, our 
representative; and myself. Mr. Figg took the leading part in the conversation. 
He stated that the Department of Justice wanted to buy this surplus sugar [Argentine] 
and bring it int o the tfnited States for the purpose of breaking the market and lowering 
the price of sugar to the American constmier. He said he wanted to distribute the 
sugar to catmers and preservers and to keep it out of the hands of speculators. He 
asked me if our company would assist the Government by purchasing and delivering 
this sugar in the United States. I told him I thought we would, but'that the Argen- 
tine embargo question would have to be definitely settled, as it was a tight embargo 
against all exportation, except that courtesy had been extended in one or two instances 
to neighboring South American countries. Mr. Figg stated that the State Depart- 
ment and the Department of Justice would arrange for the lifting of the embargo. I 
thereupon stated that we were not distributors of sugar and had no facilities for that 
pun)ose. 

Mr. Figg stated that he did nqt have in mind at that time any particular agency, 
but that he would find a concern which would be financially sound and satisfactory 
to our company to act as the distributor of the sugar. Mr. Figg then asked if we 
vrere fmancially able to carry out this transaction, and I stated 1 thought we could 
secure the necessary credits provided'the sugar was sold as purchased to arrive in the 
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TJidted States, and we were not required to hold it until after the arrival in the United 
States. This was agreed to by Mr. Figg. Mr. Figg stated that while he could not 
defini];ely determine the commission to be paid he felt that the department would 
recognize that American Trading Co. would be entitled to a reasonable commission, 
about 1 cent per pound. He said he could not fix the commission until the price had 
been determined but that we would be fairly dealt with. The interview closed 
with the statement by Mr. Figg that the Department of Justice and the State Depart- 
ment would advise us just as soon as the liftine: of the embargo had been arranged for, 
and in the meantime we were to decide whether we would act for the Government 
in the transaction. 

Mr. TiNCHEB. You heard Attorney General Palmer before this 
committee during the former hearings on this subject ? 

Mr. Franklin. Yes, sir. 

Mr. TiNCHER. He says there was no arrangement and Mr. Figg 
says there was no arrangement for any commission, do they not, m 
their testimony ? 

Mr. Franklin. No, sir. 

Mr. TiNCHER. Do you mean to say that they testified that you 
were to have a commission ? 

Mr. Franklin. Yes, sir. 

Mr. TiNCHER. Is it not true that Mr. Palmer and Mr. Figg both say 
that you were to have the profit on the sugar that they were limiting 
other sugar dealers to and that that was 1 cent a pound ? 

Mr. Franklin. No, sir. If you will remember, vou and Mr. 
Haugen asked the Attorney General several times whether we re- 
ceived a profit or a commission and he said that he did not care what 
you called it, as nearly as I remember it, and then he said distinctly 
at that time all importers and exporters were to receive 1 cent. He 
was wrong in that statement, as was explained by Mr. Figg later on, 
who was familiar with the details of the transaction, and you will 
find in that hearing that you now have your hand on that Mr. Figg 
testified before this committee that importers, not acting under 
instructions from the Government in the capacity that we were 
acting, were making from 5 to 7 cents per poimd on sugar that was 
imported. 

Mr. TiNCHER. Now, you say Mr. Palmer was wrong when he said 
they were limited to 1 cent a pound ? 

Mr. Franklin. I say so; yes, sir. 

Mr. TiNCHER. And that he treated you the same as he was treating 
the others ? 

Mr. Franklin. Yes, sir; I say so. 

Mr. TiNCHER. Mr. Palmer then is entirely mistaken about that. 

Mr. Franklin. I say so; yes, sir. 

Mr. TiNCHER. Mr. ralmer's understanding of this deal was that 
you were going to import this sugar and that you were* to have 
1 cent a pound for importing and the other company was to be 
allowed 1 cent a pound for distributing it, and that that was the 
same rate that the others received. 

Mr. Franklin. I did not catch that. Will you repeat that, please i 

Mr. TiNCHER. One company was to have 1 cent a pound lor im- 
porting it and the other company was to have 1 cent a pound for 
distributing it. 

Mr. Franklin. That is quite right. 

Mr. TiNCHER. And that that was the rate that he, as food ad- 
ministrator, or acting in that capacity after the abandoning of the 
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former administration, in order to stop profiteering, was applying to 
all of them ? 

Mr. Frankhin. No, sir. Mr. Palmer testified and Mr. Fieg testified 
that in this special transaction which they arranged that they, finally 
established a commission for us of 1 cent a pound for knporting the 
sugar and a commission for B. H. Howell, Son & Co. of 1 cent a pound 
for distributing the sugar. 

Mr. TiNCHER. I do not exactly remember; was that more than 
Mr. Palmer said it was the custom to allow in controlling profiteering i 

Mr. Franklin. Was it more ? 

Mr. TiNCHER. Yes. 

Mr. Franklin. No, sir. 

Mr. TiNCHER. It was 1 cent more, was it not, because he was 
allowing the two firms double the ordinary amount ? 

Mr. Franklin. No; not at all. You are entirely wrong in your 
attitude toward that for this reason : In controlling the sugar market 
here, as a general proposition, the Department of Justice had nothing 
to do with the importing of the sugar and they were controlling the 
distribution of the sugar n*om the refineries to the final consumer here, 
and in those transactions they had limited the profit to 1 cent a pound ; 
but that is not a parallel case to the case you are now considering here. 

The Chairman. Mr. Tincher, if you will suspend now, we will hear 
the Attorney General. 

Mr. Tincher. I will be glad to desist, Mr. Chairman, but I have a 
number of other questions I want to go into with Mr. Franklin. 

The Chairman. Gentlemen, we have with us the Attorney General* 
We will be pleased to hear from you. General. 

STATEHEFT OF HON. HAERY M. DATJGHERTT, ATTORNEY 

GENERAL. 

The Chairman^ Mr. Attorney General, the committee has invited 
vou to appear before it this morning in order that the members may 
nave the benefit of your suggestions upon the matter we now have 
under consideration. 

Mr. Daugherty. Mr. Chairman and gentlemen of the committee, 
I have had an opportunity somewhat hurriedly to go over this mat- 
ter. I think I have had two or three conferences and I have gone 
over the record rather carefully. Of course, you know the record 
better than I do. I rather think the Grovernment, using these two 
companies for the purpose they were used and under the circum- 
stances they were used, is, I think, morally, and I am quite well con- 
vinced, legally, under obligation to take care of this loss, with the 
understanding that no profit is to be made by either of these com- 
panies; and irom the record, and only from the record, I am rather 
impressed that while this is a distinctive loss to the Government, 
yet the action of the Government in this regard probably had quite 
a little to do with reducing the price of sugar which the whole people 
got the benefit of. , 

If the Government was authorized, and I think the Government 
under these acts was authorized, under the direction of the President, 
to use these two companies, or in any case any] company or individual, 
as his agents, in a sense, to perform this service, I think the Govern- 
ment ought to sustain the loss of the Government's agent acting 
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within the reasonable scope of the authority conferred upon the agent 
by the Government for this service. 

As to the policy of making this payment in this way. or as to any- 
thing except that phase of the question as to the reasonable liability 
of the Government under the circumstances, of course, the Depart- 
ment of Justice and the Attorney General would not attempt and it 
would not be proper for me or the Department of Justice to give you 
any suggestion. 

Mr. ruBNELL. General, you are the first witness, I think, that has 
suggested any legal liability on the part of the Government. 

Mr. Daugherty. Perhaps I am the first witness, considering my 
position, that ought to be asked that question. 

Mr. PuRNELL. Perhaps that is true of this particular hearing. 

Mr. Daugherty. There was no impertinence intended in my 
answer. 

Mr. PuRNELL. None whatever, sir; but you will remember, of 
course, that this committee has had in the past very exhaustive 
hearings upon this very subject, and without making any comparison, 
because personally I feel there is none between the present Attorney 
General and the former one 

Mr. Daugherty. That is to be determined yet. 

Mr. PuRNELL (continuing). Yet we were advised by the previous 
Attorney General, as I remember it, that there was no legal liability, 
and I merely stated that to you to give you the frame of mind in 
which this committee is. We have been proceeding upon the theory 
that we were merely considering the moral obligation on the part of 
the Government to take care of this claim. 

Mr. Daugherty. Perhaps I did not make myself as clear as I 
intended. I said, or intended to say, that there was no doubt in my 
mind about the moral obligation, and, regardless of the opinion of the 
committee, and considering the fact that I do not know but what 
under all the circumstances I would rather take the opinion of the 
committee than my own opinion, I am rather impressed that when 
the whole story is considered, a court would be rignt liberal in deter- 
mining the question of the legal liabiUty in a case of this kind. 

Mr. Williams. General, if there is a legal liabihty the claim should 
not have been brought before this committee, should it ? 

Mr. Daugherty. Well, that might be. As to the method of bring- 
ing matters to the point of adjustment, I have nothing to do. 

Mr. TiNCHER. Just for information, wherein is there a legal liability ? 

Mr. Daugherty. On the general proposition that if the Govern- 
ment designated these two companies or any company as its agent 
and a loss ensued, the agent acting within the scope of the authority 
of the principal, the loss should in this case be the loss of the principa I 
and not the loss of the agent. 

Mr. TiNCHER. Directing ourselves purely to the legal proposi- 
tion 

Mr. Daugherty (interposing). It is the legal proposition I am 
now discussing. 

Mr. Tincher. Is it your understanding that an agent of this 
Government can contract a legal liability for the Government with^- 
out specific authority of law ? 

Mr. Daugherty. Yes; without specific authority. If the au- 
thority is constructive an ageut can commit his principal to a legal 
obligation, acting within the reasonable scope of the authority con- 
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ferred upon him, and a legal liability in connection with all things 
incident to the act which the agent is called upon by the principal 
to perform. 

Mr. TiNOHER. I understand that. 

Mr. Daugherty. There might be some question as to the legal 
liability. As I say, I am not as sure on that question as I am on 
the moral obligation. I have not any doubt in my mind as to the 
moral obligation, as I understand the facts. Now, in a situation 
of this character, I may be wrone about it, if there is a moral obli- 
gation and a reasonable legal obligation, if this company was per- 
forming this service at the instance of the Government, as the, agent 
of the Government, while I know the distress of the Government 
from the standpoint of its finances, yet the Government is the last 
organization and the last person that ought to welch on an obliga- 
tion. That is my judgment about it. 

Mr. TiNCHER. What I would like to get straightened out in my 
own mind is this: The attorney for the Sugar Equalization Board 
and former Attorney General Palmer, and in fact all the attorneys 
who have testified before this committee up until you appear have 
stated there was no legal liability, and I would simply lite to know 
under what act of Congress or under what law the Attorney General 
could possibly have created this legal liability. 

Mr. Daugherty. May I ask you a (question? Do you have any^ 
doubt about the authority of the President to confer this authority 
upon the Department of Justice in this instance? 

Mr. TiNCHER. To purchase sugar ? 

Mr. Dattgherty. Yes. 

Mr. TiNOHBR. Yes; there is no question about it. I do not think 
he had any right to do it, and he did not do it, as a matter of fact. 

Mr. McLaughlin of Nebraska. The President did not do it. 

Mr. Daugherty. Is there any doubt about the fact that these 
men undertook this service at the request of the Government? 

Mr. TiNCHER. Pursuant to an arrangment or a talk they had 
with the Attorney General; there is no question about that. I do 
not know whether yOu understand, or not, but there was a fight 
on at that time as to whether the Sugar Equalization Board should 
function. 

Mr. Daugherty. Yes. 

Mr. TtNCHER. And you understand that at the time this sugar 
was purchased with a contemplated profit of $1,000,000 to the 
purchasers, we had such a Government agency. 

Mr. Daugherty. I understand that. 

Mr. TiNCHER. And no loss was contemplated in the transaction. 
The Sugar Equahzation Board had the funds to purchase the sugar 
but they were not functioning. The Department of Justice in an 
eflPort to curb profiteering were indulging in soliciting a good many 
transactions. I have never heard until you suggested it, any inti- 
mation that there was a possibility of a legal obligation in reference 
to this claim. You spoke of having read certain documents. What 
docmnents. General, did you have access to ? 

Mr. Daugherty. I have the report made by the former com- 
mittee and I have Mr. Palmer's letter and Mr. ralmer's testimony, 
and we have discussed this in some hearings, not expecting to be 
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•called upon by the committee when the matter came to the De- 
partment of eJustice, with two or three assistants. We have had 
two discussions in connection with it. 

Mr. TiNCHER. You say you had the committee's report on it? 

Mr. Daugherty. Yes; I have the committee's report. 

Mr. TiNCHER. And you have the minority report there, too ? 

Mr. Daugherty. I do not think I have. 

Mr. Williams. It is all in one report. 

Mr. TiNCHER. There are four of us who signed a minoritv report. 

Mr. Daugherty. This is a recitation of the report and the corre- 
spond.ence. 

Mr. TiNCHER. If you will notice that report there you will see that 
the minority report is signed by the chairman and three other mem- 
bers of the committee. You have not had any conference with any 
of the members of the committee ? 

Mr. Daugherty. No; I have not had any conference with any of 
the members of the committee. I have not had that privilege until 
now. 

Mr. Kincheloe. General, do you think, as a matter of law, that 
if this American Trading Co. should go into a court of proper juris- 
diction the court woula hold that the contract imdertaken to be 
entered into by the Department of Justice, with the acquiescence of 
the State Department, would not be an ultra vires contract? 

Mr. Daugherty. Of course, that involves the question of what a 
court would do. I am giving my opinion. I think the court would 
look at all the facts and consider the vicissitudes of the coimtry and 
the general authority of the Executive and the good faith of the 
transaction, and, as I say, I am rather of the opinion that if the 
court took jurisdiction, which it probably would, they would hold 
that there was a legal liability. 

Mr. Kjncheloe. The point I am making is, do you think they 
could get jurisdiction ana have this adjusted in a court. 

Mr. Daugherty. I have not examined that (^[uestion. That was 
not the question presented or considered. I will have to consider 
that as to where tne jurisdiction would he; if the court would enter- 
tain a suit of this kind I would think that the court would entertain 
jurisdiction, but I would not want to say that without looking it up 
and considering it carefully. 

Mr. Kjncheloe. As a matter of fact, if it was a legal obUgation the 
court would take jurisdiction ? 

Mr. Daugherty. Yes, sir; it would. 

Mr. Ward. Mr. Attorney General, have you read the resolution 
which we are discussing? 

Mr. Daugherty. I have not; the resolution was read to me and 
talked to me this morning. 

Mr. Ward. I want to get your opinion as to whether you think 
that resolution is a suitable and satisfactory solution ? 

Mr. Daugherty. Have you a copy of the resolution ? 

Mr. Ward. Yes, sir. 

Mr. Daugherty. I will read it now. [After jeading resolution.] 
Yes; I have read the resolution, and have just read it again. 

Mr. Ward. Do you believe that that resolution would provide a 
. solution of this problem, such a one as to meet with your approval i 
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Mr. Daughebty. I think under this resolution-— of course, it 
allows the United States Sugar Equalization Board, and I do not 
know whether that board is functioning or not 

Mr. Ward (interposing). It is. 

Mr. Daughebty. Assuming that the board is functioning, I have 
not any doubt but that the proper solution of the whole proposition, 
both as to liability and as to .amount, could be worked out in 
this way. 

Mr. Clarke. For your information, Mr. Attorney General, I will 
say that according to the testimony here before us they made some 
$39,000,000. 

Mr. Daughebty. That is, the United States Sugar Equalization 
Board ? 

Mr. Clabke. Yes. They put back into the Treasury $30,000,000 
and they have now a little over $9,000,000 in their treasury. 

Mr. Daughebty. I shall not consider for the time being the question 
of whether by an adjustment of this character the board under the 
general scope of its authority, can make payment on an adjustment 
of this character. If this transaction is taken over under the pro- 
visions of this resolution I would take it that out of any money in 
its hands as against which there would be no priority claim, this 
claim, if it should be proven to be a claim, would be payable. 

Mr. Ten Eyck. I have a little different understandmg of the state- 
ment of Attorney General Palmer than Mr. Tincher has. As testified 
yesterday bv Mr. Glasgow, who is the attorney and member of the 
Sugar Boara, I believe that Mr. Palmer came to them and reqiiested 
that they pay this, and he said further that Attorney General Palmer 
had thougnt that he had made a contract with these people, but he 
personally did not believe that Attorney General Palmer had the 
authority to make a contract, and that therefore the Sugar Board 
divided over that. Four thought that he did have the right to con- 
tract and four thought that he did not. He felt that tnere was a 
moral obligation and that it should be paid, but that it was Congress 
who should rule upon it, so as to make no mistake. 

Mr. Clabke. That they would not give it without. 

Mr. Daughebty. Of course, if there is any dispute as to what Mr. 
Palmer did say, I have his testimony right here and we could have it 
read, have the Secretary read it, so that we will see if there is any 
dispute about it. 

Mr. PuBNELL. Each member of the committee has before him a 
copy of the hearing that we held last session. 

Mr. Daughebty. I have had this read to me this morning. 

Mr. Tincheb. Did you go into this feature of this case at all ? On 
the 29th of July, after tms sugar was purchased by the American 
Trading Co. in May, a man named Wiley, who is now with the Govern- 
ment and who was for six years, from Indianapolis, and was officially 
connected with our Government in the Argentme at that time, sent a 
cablegram saying that a man named Sullivan, who was acting for 
this company, wanted to sell this sugar in the Argentine at a big 
profit and he advised against the Government sanctioning such a 
transaction and the Government did not sanction such a transaction, 
but afterwards, so far as this Government is concerned, did sanction 
sellinjg it in the Argentine. Nobody would suppose that the American 
Trading Co, coiilabe foregoing any consideraole profit by disposing 
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of this sugar in the Argentine after this Government consented to 
its sale ? 

Mr. Daugherty. I did not go into that question as to what they 
might have done. I am not moved in my opinion by what anybodv 
has said to me; I am taking this transaction from the records which 
I have. 

Mr. TiNCHER. General, if this was a lawsuit, a lawsuit between two 
citizens of this coimtry, and it involved considerable money, it is very 
manifest that the verdict would not be rendered without one side or 
the other trying to get at the real facts in the Argentine; we would not 
hand out our own money without going down to the Argentine and 
finding out. 

Mr. Daugherty. If there are any disputed facts, of course you 
can not settle any case while the 'facts are disputed. 

Mr. TiNCHER. There is a cablegram from Wiley which says : 

SulKvan is telegraphing to the American Trading Co. regarding their opportunity to 
sell at a big profit here. 

That was on the 29th of July, and on the 12th of August, so far as 
this Government was concerned, they said to the American Trading 
Co., ''You can sell the Argentine sugar," and as a matter of fact they 
could have sold the sugar at 1 cent a pound profit in the transaction 
down there and it was manifest that they could not sell it here. Do 
you not think that that should have some effect upon this committee ? 

Mr. Daugherty. That might have an effect, but the thing that 
would have an effect is what they really did do, what the actual 
transaction was, which would have some effect on this obligation. 

Mr. TiNCHER. A lot of people lost money as a result of these war 
measures by the direct advice of representatives of the Government, 
oflGicers of the Government, food administrators and different people. 
There are many cases of this kind, some pending before this committee 
at this time. 

Mr. Daugherty. Yes. I do not know how many cases are pend- 
ing before this committee. I do not hold a brief for these companies 
nor have I reached a conclusion upon anything anybody has told me 
outside of the record. I only respond to the inquiry as I am advised 
and on the basis of the record and the transaction which took place. 
As to the question of policy, as to what the committee should do in 
connection with this claim or any niunber of these claims, I have 
nothing to do with that. 

Mr. TiNCHER. As the Government's best lawyer, do you think 
when this sugar was purchased in the name of the American Trading 
Co. and they had a special permit from this country to export their 
sugars, different from that which other exporters nad, and if they 
could have saved any loss after the price of sugar broke, do you think 
that they should go ahead then and try to make the Government pay ? 

Mr. Daugherty. Perhaps my opinion as to a question of policy 
would not be as good as yours, but on a question of law, if you ask 
me what to do, I would say respectfully to the committee that I 
would do just what you are doin^ — get at the facts, if there was no 
dispute about them, and determine it after considering the facts. 
You have lawyers on this committee. I know you have one from 
Ohio, a very good one. You are imder no obligation to take the 
opinion of the Attorney General. I am quite sure that Attorneys 
General have been wrong and they will be again. The Government 
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can not possibly get along without a lot of lawsuits. The Grovernment 
can not adjust these matters untU the facts are ascertained. If you 
ask my advice about it, if it is worth anything, I would do just what 
you are doing. 

Mr. AswELL. I do not understand this telegram as Mr. Tincher 
seems to. The cablegram was an inquiry by this Government^ 
inquiring of the American ambassador as to the privilege of selling. 
It was not initiating a decision; it was a mere inquiry. 

Mr. Daugheety. This cablegram signed by Wiley — ^is that the- 
one you refer to ? 

Mr. Tincher. Yes, sir; I did not mislead you. 

Mr. Daughertt. Of course, you did not mislead me. I want tO' 
read it again. Who is it addressed to ? 

Mr. Tincher. The Secretary of State. 

Mr. Daugherty (after reading cablegram). The question is 
whether the Secretary of State was exercising judgment by inter- 
fering. 

Mr. Tincher. We understand that Argentina does not have the 
constitutional prohibition against exports, and they regulate their 
exports down there by law. 

Mr. Daugherty. I know. 

Mr. Tincher. And it necessitates Government action to permit 
any individual to handle an export proposition. 

Mr. Daugherty. I do not know how closely the State Department 
and the Department of Justice were acting at that time. According^ 
to this statement the sugar was obtained in the name of the Gov- 
ernment. 

Mr. Tincher. That telegram is inaccurate in so far as that is con- 
cerned. It was bought in the name of the American Trading Co. 

Mr. Daugherty. The American Trading Co. ? 

Mr. Tincher. Yes, sir. 

Mr. Ten Eyck. Was the cablegram inaccurate to this extent: Did 
not the Attorney General and the Secretary of State tell them that 
they owned the sugar or controlled it in such a way that they could 
sell it, and that it was really their sugar ? 

Mr. Gernerd. That is the only thought that the cablegram 
conveys. 

Mr. McLaughlin of Michigan. Mr. Attorney General, it appears 
from a statement made to-day for the first time that there was other 
correspondence between the State Department here and its officials 
in the Argentme respecting this matter, more correspondence than 
has been submitted to us. Have you had the privilege of seeing^ 
that correspondence ? 

Mr. Daugherty. No, indeed. Of course, I am assuming, according^ 
to those facts, that these two companies acted as the agents of the 
Government of the United States and that they had the authority 
to so act under the authority which they had as agents of the United 
States. I am giving you my suggestions, accordmg to the law and 
the opinion that I have. Has the committee examined this other 
correspondence ? 

Mr. McLaughlin of Michigan. We just learned this morning that 
there was other correspondence and we have asked for it. I thought 
possibly you had seen the other correspondence ? 
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Mr. Daugherty. r have not. Of course, that correspondence 
should be inquired into to see what it is. It might put some phase 
on this case that I do not see with the light I have. 

Mr. Jones. When was the first time you had an opportunity to go 
into this matter ? 

Mr. Daugherty. 1 think about six weeks ago was the first time 
when somebody representing these agents called my attention to the 
decision of my predecessor. That was a conversation which lasted 
probably half an hour or so. Then, I have not until I got the notice 
to come before this conunittee, except to talk about the matter in 
a general way with my assistants; I have not made any further 
inquiry. 

Mr. Jones. After you got this notice — when did you get this notice ? 

Mr. Daugherty. They got it vesterday afternoon. 

Mr. Jones. Just the very little time that you have had to spare 
since then ? 

Mr. Daugherty. Yes; but I had enough time to spare to get the 
benefit of the best information I have on it. 

Mr. Jones. You have gone into the records here ? 

Mr. Daugherty. Yes. Of course, I do not know about this corre- 
spondence. If there is anything as to this transaction that does not 
appear on the record, any secret arrangement or bad faith, I have not 
seen any evidence of it. 

Mr. ruRNELL. Your opinion is based on the assumption that the 
two companies had the authority to make a contract, that they did 
make it with the Government, that they represented the Govern- 
ment, and that they bought sugar in the name of the Government ? 

Mr. Daugherty. For the Government. 

Mr. PuRNELL. For the Government, rather. 

Mr. Daugherty. At the instance of the Government. 

Mr. PuRNELL. And that the Government at any time never 
relinquished control or supervision over the sugar. That is the 
principal point in dispute. 

Mr. Daugherty. What have you to show me that the Govern- 
ment relinquished anv control, abandoned the relationship of prin- 
cipal and agent ? If there was one word, as I must assume there was, 
there has been no evidence presented to me. I will be glad to have 
it and to consider it. If you have any additional evidence, if you 
have any facts that I have not and you will give us those facts, and 
want an opinion from the department after careful investigation of 
the facts 

Mr. PuRNELL (interposing). It seems to me that if we are agreed 
that there is a legal obligation here in connection with this clidni 
that this committee has no jurisdiction over it, at least if you*divid© 
the jurisdiction. 

Mr. Daugherty. You have the jurisdiction, if you see fit to make 
an appropriation to pay a l^al claun. 

Mr. Williams. This is not an appropriating committee. 

Mr. Daugherty. If you see fit to make the appropriation. 

Mr. PuRXELL. We have no power to appropriate imder the rules 
of the House, but we have power to authorize. 

Mr. Daugherty. I mean indirectly. 

Mr. Pltinell. It is an indirect appropriation, of course. 
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Mr. TiNCHER. We would be transgressing upon {he rights of other 
committees. 

Mr. PuENELL. As a member of this committee and as a Member of 
the last session, I will frankly say that there are a number of things 
as to this claim that are very unusual. For instance — ^I am speaking 
only my own personal view — I have followed this as closely as any 
member of the committee, and I am of the opinion that this large 
transaction was first mentioned to the Government by the American 
Trading Co. They could not go to Argentina and take this sugar 
out on their own initiative and in order to have the embargo raised 
they had to invoke the aid of the Government. I beUeve tnat they 
mentioned this to the Department of State and that in connection 
with the Department of State they took it up with the Department 
of Justice and that they then entered into some sort of an arrange- 
ment which, according to my view, the men representing the Govern- 
ment had no authority to make and it is not binding upon the Govern- 
ment in any particular, whereby they were to purchase 14,000 tons 
of sugar. The strange thing about this whole arrangement in its ex- 
position to me is this, that never at any time was there a single word 
said about loss. They were led to believe by the Government, they 
believed themselves, everybody connected with it believed that they 
could make a reasonable profit, but it was not the act of a prudent 
business concern to enter into such a gigantic transaction without 
some time or other having some word said about some possible loss 
that mijght occur. Under these circumstances I can not get away 
from this belief — that these gentlemen, like thousands of other people 
in this country, undertook to make a legitimate profit during the war 
or subsequent to the war, in line with their business, and that they 
invoked the aid of the Government in doing it. In attempting to 
make that legitimate profit, which was in Ime with their regular 
business, they lost money. Sugar dealers out in my own country, 
commission men in the State of Indiana, where I come from, bought 
sugar to sell to their regular customers. The price dropped and tney 
lost money. I do not Feel that I should introauce a bill to reimburse 
those fellows, because that was a part of the game. 

Mr. Daugherty. Of course, in this instance 

Mr. PuRNELL (interposing). It is not a parallel case, I grant that; 
and if this claim stood on its own merits alone and if there would 
never be another bill, I would feel differently. I am afraid that we 
will set a very dangerous precedent and policy if we allow this claim. 

Mr. Daugherty. That is a matter for you to determine. I am 
not going to give you any advice. 

Mr. PuRNELL. That does not enter into it. 

Mr. Daugherty. As I understand it and as it appears to me, this 
claim really stands on a different basis than any I have ever heard of. 
I have not had an opportunity to go into these claims. Of course, 
the question of whether or not the Government authorized this 
transaction to be taken over, considering the condition of affairs in 
this country, the number of claims of difterent kinds, whether or not 
you want to pick out this claim or any one claim or undertake by 
piecemeal to settle the liability of the Government in thousands of 
cases, that is a question for you gentlemen. 

Mr. PuRNELL. The policy is involved. 

Mr. Daugherty. I have enough responsibility at the other end 
of the city. 
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Mr. PuBNELL. It will involve a loss of $2,500,000. Suppose 
Congress can not determine these disputed claims; try out tnese 
claims ? 

Mr. Daugheety. It is no defense in mv mind, the fact that there 
are thousands of other claims like it. If this Government honestly 
owes these people this money, I do not want to deny them that right. 

Mr. PuRNELL. If the men who represented the Government had 
no right to bind the Government I want to know whether the De- 
partment of Justice would hold it legal to compel the Government 
to pay all of the claims that will accrue by reason of ultra vires con- 
tracts made by employees of the Government, which would involve 
it in the consideration of thousands of claims. 

Mr. Daugherty. That is a question of policy for the administra- 
tion on one side and jurisdiction on the other side. I will gladly give 
you my own view about these matters as to the poUcy oi taking up 
these claims. The policy that you, as a committee and Congress as 
Congress, settle upon as the proper thing to do in good faith as to 
the legal or moral obligation or the amount that should be paid, if 
anything — it is a matter for your committee and Congress to deter- 
mine when to start in. 

Mr. Williams. That has nothing to do with the legal obligation. 

Mr. Daugherty. No, sir. I think — this is purely gratuitous — 
as expeditiously as these claims can be adjudicated, as expeditiously 
as the claims can be determined to be bona fide, that the Govern- 
ment ought, by a court or by congressional action or by all of us, in 
any way we can, to clean up everything pertaining to the lia- 
bility and the ravages of this unusual period we have been going 
through. It will be, and, I think I can speak with some informa- 
tion, whether with authority or not, it is now the policy of the ad- 
ministration to as expeditiously as possible reach a conclusion as 
to liability in regard to any of these claims either for or against the 
United States, and close up this unfortunate experience as rapidly 
as possible; but neither the committees of Congress nor the Con- 
gress nor the Executive nor the Department of Justice nor any 
other department can do it any faster than we can physically do 
the work and mentally do the work of ascertaining wnether or not 
it is a good faith transaction and a claim that ought to be adjudicated 
and determine the amount of it. 

Mr. Ten Eyck. I might say for the information of the Attorney 
General that this committee in one way is not establishing a pre- 
cedent in this claim or a policy because the committee its^ voted 
only to consider this one particular claim at this time, which is 
represented under Mr. Ward's bill, and to consider it on its own 
merits and not as a matter of policy. 

Mr. Daugherty. Yes; I have recognized, in my brief visit which 
I appreciate, that ordinary, good natured disagreement that origi- 
nates and exists in all the departments, a difference of opinion as to 
the policy of taking up and authorizing the taking over of this tran- 
saction. That I have nothing to do with, gentlemen. I can only 
tell you what I think about it from the light I have. If there are 
any additional facts or any facts that would tend to show that this 
was not a bona fide transaction and that this transaction was not 
for and on behalf of and for the benefit of the Government, then I 
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would like to have them. If you want any further assistance from 
the Department of Justice, I assure you the Department of Justice 
will be very glad, not only in this instance but in any instance, to 
render you any service within its power. 

Mr. jruRNELL. That is what this conmiittee is honestlv and con- 
scientiously trying to get at for itself. On the face of the exhibits, 
as they have been filed, it does appear that these gentlemen repre- 
sented the Government. The communications from the Embassy 
in Argentina and from the State Department would indicate they 
did represent the Government; but it has been brought out, as Mr. 
McLaughlin, of Michigan, stated a moment ago, that there is a lot 
of correspondence we have not had access to. I think before this 
committee proceeds very much further it ought to have the benefit 
of that correspondence to connect up all the links that are not con- 
nected, and tnen we are going to be up against the proposition of 
determining whether or not we are going to pay a moral obligation, 
or if it is a legal obligation, I think it belongs properly to some other 
committee. 

Mr. Daugherty. I know what I would do if I were a member of 
the committee. I would get all the facts and I would try before I 
reached a conclusion to get all the facts obtainable just as in any 
other case. 

Mr. McLaughlin of Michigan. This thought has occurred to me. 
A motion was adopted a few moments ago to ask the Secretary of 
State to submit all the correspondence in reference to this matter. 
We have only a part of it now. Sometimes it happens that the Secre- 
tary of State refuses to submit matters of that kind to Congress, 
because it would cause embarrassment and would not be consistent 
with the public interest and so on. Some of this correspondence was 
confidential correspondence with a foreign government. If the Sec- 
retary of State can furnish us with all the correspondence without em- 
barrassment, well and good, we can get it. If he does not, it may be 
that you, in your official capacity, would be able to see that corre- 
spondence, get from it such facts as there are relating to this matter, 
w^hich would help you to reach a conclusion. Can that be done ? 

Mr. Daugherty. You will understand that at the time this trans- 
action took place correspondence which at that time it was thought 
advisable to keep confidential might not be confidential now. I can 
not speak for the State Department, but to the extent I can speak 
for the Department of Justice, I can not conceive of a case in the 
Department of Justice, no matter what the precedent has been, 
-where any committee of Congress would ask me to present anything 
in the Department of Justice that I would not lay before the com- 
mittee. It might be, in some instances, laid before the committee in 
executive session, for reasons which you all appreciate. While I do 
not speak for the Secretary of State, I would not think, unless the 
committee would arrange with the Secreatry of State for me to have 
the benefit of an examination of his files in order that I might give 
the committee the information, I would not think it was within the 
province of the Department of Justice to go to the State Department 
and make this inquiry. I may be mistaken about that. 

It is more a matter of courtesy of one department toward another. 
I would think, gentlemen, in a case of this kind — you may be better 
advised and informed than I am — ^but I would think in a case of this 
kind, any department ought to furnish this committee with any facts 
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that would enable the committee to reach a conclusion as to the lia- 
bility and the good faith of this transaction. 

Mr. Ten Eyck. You would fm-nish the committee with any infor- 
mation you have in your department ? 

Mr. Daugherty. I will furnish them anything that is in the De- 
partment of Justice, for which I temporarily speak. I will give the 
committee or any subcommittee of tne conmaittee, or the chairman 
of the conunittee, the benefit of the entire files of the department, and 
if my department can render any service to the committee, not only 
in this matter, but in any other matter, if that is not the duty of the 
Department of Justice, then I have misconceived my obKgation and 
my duty. 

Mr. KiNCHELOE. The fact might further be that the reasons for 
keeping the matter secret may not be as great now as it was diu'ing 
war times. 

Mr. Daugherty. Yes. I do not know that there are any secrets 
in such a matter. I doubt if there are. I can not conceive, gentle- 
men, any situation now that would justify the withholding from your 
committee on the part of the Government or any officer or department 
of the Government anything that there is in their department or in 
their knowledge or under their control, or obtainable, that would aid 
you in determining what you should do in this matter and in deter- 
mining what the liability is on the Government. 

Mr. KiNCHELOE. Especially if it is given in executive session. 

Mr. Gernerd. Mr. Chairman, let us get down to the point. I da 
not see why the Attorney General should be asked a lot of questions 
that are absolutely not germane to the matter at issue. If we get up 
against the fact that we can not get the papers, there are wa3"s of 
getting them. We are not discussing the matter at issue at all. 

Mr. Daugherty. I am not volunteering anything, but I am per- 
fectly willing to stay as long as you would like me to stay and render 
you any service you think i can. Really, I am enjoying myself more 
here than I am at other places. 

The Chairman. We certainly enjoy having you here. You have 
read the testimony before the committee of Mr. Figg ? 

Mr. Daugherty. No, I have not. 

The Chairman. Mr. Figg was a former special assistant to the 
Attorney General. 

Mr. Daugherty. No; that was not furnished me. 

The Chairman. He was asked this question at the former hearings: 

The Chairman. Mr. Figg, you stated you had no intention of buying the sugar? 
Mr. Figg. That is right. 

The Chairman. You do not claim to have any authority to enter into any agreement 
to buy or guarantee against loss? 
Mr. Figg. That is right. 

It would seem there is some question about the authority for 
entering into any agreement and as to any legal obligation. "Had 
you looked into that ? 

Mr. Daugherty. No, I have not. If you will give me the benefit 
of all the testimony, I will be glad to look into it. As I understand 
this case, there was not any dispute as to the authorization of these 
two companies to buy tms sugar on behalf of the Government. 
Now, if there is any dispute about that j 

The Chairman (mterposing) . I do not believe they were authorized 
to buy on account of the Government. 
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Mr. Daugherty. Is there any doubt in the mind of the chairman 
of this committee that these companies acted in this regard as the 
ostensible agents of the Government in securing this sugar? 

The Chairman. Oh, absolutely. 

Mr. McLaughlin of Michigan. Oh, yes; that claim has been made. 

Mr. Ward. Yes.* 

The Chairman. Let me state the case as I imderstand it. What 
was done was this : They went to the Government, secured a special 
privilege to export this 14,000 tons of sugar at a profit of 2 cents a 
pound, and as 1 understand, the only way the special privilege could 
06 prociu'ed was through the Government, and that the Government 
aided them in every way it could to procure that privilege and per- 
mitted to sell at a profit, as was agreed to with other exporters. 

Mr. Daugherty. Mr. Chairman, if those two companies bought 
this sugar on their own account and the Government only rendered 
the f acflities of a government in order that the Government might aid 
them in acc^uirmg this sugar on their own account and deUvermg it 
here as their sugar, with the right on their part to make a profit or 
sustain a loss, of course, there is no liability. 

Mr. PuRNELL. That is a controverted question and is the question 
at issue. 

Mr. Ward. The facts do not show that 

The Chairman. So far as I know, nobody has shown there is any 
legal liability. The attorney for the Sugar Equalization Board 
stated in his judgment there was no legal and enforceable contract at 
law against tne Government, that neiflier the Department of Justice 
nor the Department of State nor both together had the power to make 
the contract, a contract legal and binding on the United States. 

Mr. Daugherty. Of course, where the Government is offering its 
good offices for aiding its citizens in the transaction of their business, 
the Government is not a guarantor. 

The Chairman. The Government aided them in having the embargo 
lifted and also in obtaining the'^ special privilege of exporting the 
14,000 tons without making a deposit of 30 per cent. 

Mr. Daugherty. And at no time had the Government any control 
over this sugar or over these people ? 

The Chairman. Not any more so than over other sugar and over 
other concerns. It issued a license to them as the Government 
issued licenses to others. 

Mr. Ward. The facts will not show that. 

The Chairman. That is*in this record. 

Mr. Ward. No; it is not. 

Mr. McLaughlin of Michigan. That is a matter of opinion. 

Mr. PuRNELL. Upon which the committee is very equally divided. 

Mr. Daugherty. Gentlemen of the committee, I will make this 
suggestion to you, most respectfully. If there is any dispute about 
these facts, I nave been assuming there was not any, suppose your 
committee make a finding of fact^ and I will furnish you all the 
facilities of the Department of Justice to render you an opinion of 
law on the question of both the legal and the moral obligation in 
reference to this or any other claim. 

Mr. Ttncher. That is exactly what I thought about it yesterday. 

Mr. Ward. Could you not obtain your facts from the testimony ? 
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Mr. Daugherty. You might furnish me all the testimony you 
have and I might take what we have, and if I want any more I will 
call a meeting of the committee myself or ask you to. 

The Chairman. That is very kind of you. 

Mr. Daugherty. I am perfectly willing to do that. 

Mr. TtNCHER. To show how unfair this was to the Attorney 
General in asking him to pass upon this matter now, we are asking 
him to give an opinion without naving had the advantage of read- 
ing the testimony of Mr. Figg who was in the Department of Justice 
at this time. 

Mr. Daugherty. Of course, if there is any dispute as to the facts, 
I could not give an opinion without going into the matter fully. 

Mr. Jacoway. Do you know Mr. Glasgow, who is the attorney for 
the Sugar Equalization Board ? 

Mr. Daugherty. No, sir; I do not know him. 

Mr. Jacoway. He testified on yesterday. Would you like to have 
his testimony ? 

Mr. Daugherty. If I am going to undertake to aid the committee 
I want all the information the committee has got and the committee 
can have all that I have. Of com^e, there is no reason why I should 
come here and undertake to perform a duty without having all the 
facts. It is not fair to me and it is not of any service to the conmiittee. 

Mr. TiNCHER. That is what I suggested yesterday, that it was not 
fair to call you down here without having all the facts before you. 

Mr. Daugherty. I am used to being called down. Is that all ? 

The Gi^iRMAN. Will it be agreeable to you to submit the testimony 
to you after it is all completed ? 

Mr. Daugherty. Yes, sir. 

The Chairman. And you will take the matter up then ? 

Mr. Daugherty. It will be agreeable for you to submit this or any 
other matter that you have to me at any tune. 

The Chairman. We appreciate that you are a very busy man, 
and we do not want to impose on you. 

Mr. Daugherty. I must give the right of way to what congressional 
committees require of me and what the Executive requires of me, 
and in a matter of this kind I will proceed* without any delay to work 
it out. 

The Chairman. Undoubtedly this is a matter of great importance, 
because if this resolution is allowed to pass I think it follows that 
there are millions of dollars of additional claims for which this wiU 
establish a precedent. 

Mr. Aswell. Mr. Chairman, may I say a word on that point? 
I wish to say that in my own opinion, and I am speaking merely for 
myself, I do not beheve it right for this conunittee, if they find this 
to be a case of good faith and a Government obhgation, to refuse to 
grant justice because we are afraid we may have to turn down an- 
Other case less meritorious. I do not believe there is any precedent 
about it. 

Mr. Gernerd. Those are my sentiments. 

Mr. VoiGT. Do I understand that the Attorney General now shall 
determine the facts in this case ? 

The Chairman. The General says he will be very glad to do it. 

Mr. VoiGT. I am going to object to that, Mr. Chairman. I have 
every confidence in the Attorney General, but I do not think this 
committee should shift the burden of finding the facts in this case 
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upon the Attorney General. I think it is the function of the Attor- 
ney General to advise this committee on questions of law. 

Mr. KiNCHELOE. If you will pardon me there, I think the propo- 
sition is just the reverse. My understanding was that all the evi- 
dence should go to the Department of Justice and that they should 
submit a legal opinion based on the facts. 

Mr. Jones. As found by the committee. 

Mr. Jacoway. That was the idea exactly. 

The Chairman. Without objection, it will be so ordered. 

We are very grateful to you, General. 

Mr. Daugherty. You are entirely welcome, sir. 

Mr. Williams. I move we recess until 10 o'clock to-morrow. 

Mr. Ward. I want to amend that motion so that when we adjourn 
these hearings we set a definite date when we will resume them. 

Mr. Williams. I withdraw my motion until that can be arranged. 

Mr. Ward. Mr. Chairman, I move that we resume the heanngs 
on this sugar matter immediately after we complete the hearings 
which are to be held at the request of Mr. Steenerson, made this 
morning, which are to begin on the 27th of this month. 

(The motion, being duly seconded, prevailed.) 

(The committee thereupon adjourned until Friday, June 10, 1921, 
at 10 o'clock a. m.) 
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